


THE 


YALE REVIEW. 


MAY, 1808. 





COMMENT. 


European Opinion on the War; Financial Possibilities and Perils; 
The Constitutionality of Labor Legislation in the 
United States. 


— the publication of our last number, the war with 

Spain, which seemed then a remote possibility, has 
actually begun. Any discussion of its justification, or any 
rehearsal of the long series of events which finally led to the 
rupture, would now have an historical interest only. But the 
attitude of European nations towards it may affect both the 
course of the war and the conditions of peace and has therefore 
a practical bearing upon current events. 

The general tone of English public opinion is as pleasant 
as it is surprising. The English press as a body credits us with 
humane motives, and holds that we are within our rights in 
waging war. Not that this view is unanimous. The sections 
of the press and the public which were most bitter against the 
north in the days of secession, now favor the cause of Spain. 
Aristocratic organs like the Morning Post or the St. James’s 
Gazette still “prefer Castile to Connecticut,” the appearance 
of self-respect to the reality. Ultra-Conservative journals in 
the north of England, which regarded the civil war as a tariff 
squabble, still scout the idea that considerations of humanity 
have any weight in the actual conduct of affairs. But these 
people no longer represent English public opinion. A genera- 
tion ago, those who sympathized with American national aspira- 
tions hardly had a foothold in English society; now they domi- 
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nate it. For perhaps the first time in a great crisis, the London 
Times is with us. 

Part of this change is perhaps due to international condi- 
tions. England feels herself without an ally in Europe, and 
is correspondingly anxious for cooperation in America—just 
as she was in Canning’s day. But a larger part is due to the 
increasing democratization of English public sentiment. In 
the contest between democracy and flunkeyism, the influence 
of men like Mill and Bright has finally won a victory. In 
Germany, on the other hand, the course of events has been the 
reverse of that which has prevailed in England; and Germany’s 
attitude to us has become less friendly instead of more so. The 
German spirit is far less democratic than it was a generation 
ago; and this movement of German thought has led German 
public opinion, such as it is, to sympathize with the divine 
right of other kings besides the German Emperor; to support 
the Turk in his dealings with the Armenian and the Cretan, to 
condone the oppressions of the Spaniard in Cuba and make 
light of attempts to remedy them. Add to this the fact that 
Germany has become a trading and money-making country, 


and is brought into keener commercial rivalry with America, 
and there is no wonder the German press and public, with 
scarcely an exception, are quite ready to accept a distorted 


version of facts and motives. 

It might at first sight seem as though France with her change 
from an imperial to a republican form of government, would be 
less hostile to us as a nation than she was in the Civil War. 
But, in the first place, France is not a republic in the sense in 
which that name is applied to the United States. France, it 
is true, has no king; but her administration is bureaucratic to 
the last degree. The Zola trial may serve as an instance of 
the remoteness of modern France from liberal ideas as under- 
stood by English-speaking peoples. In the next place, the 
Americans whom the French have seen in Paris have not 
always been the most favorable specimens of what our coun- 
try can produce. We are thought by the large section of the 
Parisian public which takes the Figaro for its gospel, to be a 
nation of nouveaux riches, spoiled children of fortune, quick to 
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ape the vices of Paris, and incapable of appreciating its vir- 
tues. Finally—and this counts for most of all—France regards 
herself as the leader and champion of the Latin civilization 
against the Saxon. France is interested in supporting the 
credit of Spain, not only financially but morally. The more 
England and America draw together, the more does France 
draw apart from both. France and England have for centuries 
represented two kinds of morality so different that each has at 
times been prone to deny all morality to the other. Most 
Frenchmen find it difficult to believe that our sympathy for 
Cuba is more than a pretense under which to cloak our greed 
of pelf. 

There will be one way to prove them wrong; that way 
is, to decline to annex territory as the result of the war. If 
we do this, we shall furnish an object lesson in international 
morality which will be worth many times what the war costs. 
If we do this, we shall gain the respect of other nations for our 
motives; and shall give, to any Anglo-American coalition 
which the future may have in store, a standing and influence 
greater than that which belongs to its physical power alone. 
Of such a coalition the circumstances which have thus far 
attended the conduct of the war bear no little promise. We 
may hope that, as the result of these disturbances, we can secure 
a permanently better feeling toward nations like England, 
which understand us; and increased respect for our disinter- 
estedness on the part of other nations which do not understand 
us so well. These are ends in whose pursuit men of all parties 


and opinions can cooperate. 


Not the least important of the national problems which the 
war has crowded upon us is that of ways and means. This is 
not because any danger exists of lack of funds, but because of 
the effect for good or for evil which our financial measures 
must leave behind them. If, as the Senate Finance Committee 
recommend, greenbacks and “coining the seigniorage”’ are sub- 
stituted for bonds, the dangerous precedent, established in the 
civil war, of issuing government currency in time of financial 
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pressure and maintaining or extending it when that pressure 
is over, will have gathered new and almost resistless strength. 
The proposed increase of internal revenue, on the other hand, 
revives the possibility of ultimately modifying our federal sys- 
tem of taxation in that direction. The occasional efforts to 
pass an income tax or to submit to the State legislatures an 
amendment to the constitution legalizing an income tax not 
levied in proportion to the population of the States, may possibly 
have consequences of a far-reaching character. Such a change 
might lead to a more scientific and equitable tax system, but 
it would afford a long-wished opportunity for experiments in 
socialistic taxation. 

The financeering of our last war supplied us with public ques- 
tions for a generation. High war duties called into being new 
industries which soon gathered sufficient political strength to 
maintain themselves permanently. In the same way, the civil 
war greenbacks produced political champions, who have suc- 
cessfully resisted their retirement. We are now confronted with 
the momentous problem whether these abuses of tariff and 
currency are to be stereotyped and perpetuated or arrested and 
corrected. Since “coining the seigniorage’ means issuing 
treasury notes to correspond to certain idle silver in the treasury, 
and since treasury notes are in practice redeemed only in gold 
and not in silver, the effect is simply paper inflation. The 
treasury notes are greenbacks under a different name. The 
proposed issue of treasury notes under the fiction of “coining 
the seigniorage’ would mean simply an addition to the pro- 
posed $150,000,000 of greenbacks, and the two form together a 
formidable attack on our financial stability. If they should not 
be followed by a premium on gold, their advocates will use 
their apparent safety as an argument for further issues until 
a gold premium does appear. The present is the opportunity 
for gold men to take a decided stand. We are at the parting of 
the ways between sound and wildcat financiering. 

Our new tax measures increasing the taxes on tobacco, beer, 
and other beverages are steps in the right direction. They 
should encourage the tariff reformer to work for their retention 
after the war is over, and to secure a corresponding reduction 
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in protective duties. Our new relations with Cuba may put 
the question of sugar taxes and bounties in a very new light, 
and lessen to some extent restrictive tendencies. Expanding 
trade in the East may work in the same direction. Greater 
wealth and greater power will, however, put increased respon- 
sibilities upon our Congress and our voters. Under such con- 
ditions ignorance or party spirit at home may yet prove as 
serious a danger as the armada of Spain or the yellow fever of 
Cuba, and to conquer these will be a moral victory as great as 
any that may be won by our army or navy. 


Under our constitution, the general right to legislate with 
regard to the conditions and hours of labor belongs to the 
States. As a consequence, there has been little uniformity in 
this important department of law. None of our States have 
gone as far as the leading states of Europe, in the direction of 
protecting certain classes of persons, especially women and 
children, from overwork, or of protecting certain callings from 
the special dangers incident to them. Many States have done 
but little in this respect. This confusion of legislation which 
has been worse confounded, however, by the fact that the inter- 
pretation of such laws usually belongs to the State courts, 
and that many laws passed by the States have been overthrown 
by their own courts on the ground of unconstitutionality, while 
similar ones have been sustained in other States. Thus, laws 
forbidding barbers to work on Sunday have been declared to 
be unconstitutional in California, Missouri and Illinois, though 
valid in New York. Laws restricting the hours of labor of 
women and children have been overthrown in Illinois, though 
upheld in Massachusetts. 

Though these decisions have been rendered by State courts, 
they have often been based upon broad grounds. Thus the 
Illinois law of June 7, 1893, which provided that women should 
not be employed in any factory or workshop more than eight 
hours a day, or forty-eight hours a week, and which appro- 
priated $20,000 for the salaries of factory inspectors, was over- 
thrown on the ground that it was class legislation, and that it 
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was “a purely arbitrary restriction upon the fundamental right 
of the citizen to control his or her own time and faculties.” It 
was, therefore, a violation of Section 2 of the Constitution of 
Illinois, which provides that “no person shall be deprived of 
life, liberty or property without due process of law.” 

In Nebraska, a law passed in 1891, providing that eight hours 
should “constitute a legal day’s work for all classes of 
mechanics, servants and laborers throughout the State of 
Nebraska, excepting those engaged in farm and domestic labor,” 
and imposing a fine upon any employer who should evade these 
provisions, was declared invalid by the Supreme Court of 
Nebraska in 1894, on the double ground that it denied freedom 
of contract and that it was class legislation. 

In 1895, the opinion of the Supreme Court of Colorado was 
asked by the Legislature with regard to a bill limiting a legal 
day’s work to eight hours, and also with regard to an amend- 
ment, confining this limitation to laborers employed in mines, 
factories and smelters. The court held that both provisions 
would be unconstitutional, as violating the right of parties to 
make their own contracts, “a right guaranteed by our Bill of 
Rights and protected by the fourteenth amendment to the Con- 
stitution of the United States.” 

Thus the Colorado decision bases itself in part on the Con- 
stitution of the United States, while the Illinois decision rests 
upon a clause of the State constitution, which is identical in 
form with part of the fourteenth amendment to the Constitution 
of the United States. 

The decision of the Supreme Court of the United States in 
the case of Holden vs. Hardy, which was rendered February 
28, 1898, marks a great advance upon these decisions, partly 
from the fact that it is the decision of the highest tribunal of 
the country, and partly because of the broad and liberal inter- 
pretation given to the law. This decision turned upon the 
constitutionality of a statute of Utah, which limited the day’s 
labor in mines, smelting works, etc., to eight hours, and made 
a violation of the law a misdemeanor. The law was similar in 
its terms to the Colorado bill. It was contested on the ground 
that it deprived the defendant of the right to make contracts, 
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that it was class legislation, that it deprived the defendant of 
the equal protection of the laws, abridged the privileges and the 
immunities of a citizen of the United States, and deprived him 
of his property and liberty without due process of law. The 
Supreme Court, in sustaining this law, took the ground that 
“law is, to a certain extent, a progressive science; that in some 
of the States methods of procedure which, at the time the Con- 
stitution was adopted, were deemed essential to the protection 
and safety of the people or the liberty of the citizen, have been 
found to be no longer necessary; that restrictions which had 
formerly been laid upon the conduct of individuals, or of classes 
of individuals, had proved detrimental to their interests; while, 
upon the other hand, certain other classes of persons, partic- 
ularly those engaged in dangerous or unhealthful employ- 
ments, have been found to be in need of additional protection. 
* * * * Of course, it is impossible to forecast the charac- 
ter or extent of these changes, but in view of the fact that from 
the day Magna Charta was signed to the present moment, 
amendments to the structure of the law have been made with 
increasing frequency, it is impossible to suppose that they will 
not continue, and the law be forced to adapt itself to new con- 
ditions of society, and, particularly, to the new relations between 
employers and employees as they arise.” The court accord- 
ingly held that the law was a legitimate exercise of the police 
power, and that it was not in violation of the Constitution of 
the United States. 

This decision cannot fail to have a material effect upon State 
legislation and State decisions in the future. It will, of course, 
not be binding upon States whose laws do not come up for 
interpretation before the Supreme Court, and when a State law 
is overthrown by its own court, removal to the Supreme Court 
is excluded. But it will be surprising if it does not decidedly 
influence the future opinions of State judges and bring the 
western States, in which protective legislation has hitherto been 
most uniformly overthrown by the courts, into line with the 
eastern States, like Massachusetts and New York, in which such 
protective legislation has been upheld. 











THE CUBAN REVOLT AND THE CONSTITUTION. 


1° June, 1895, soon after the present Cuban war com- 

menced, President Cleveland recognized the existence of 
the insurrection and proclaimed the neutrality of the United 
States. By this step our so-called neutrality laws were put 
into operation, both as against the Cubans and as against the 
Spaniards.!. The operation of these statutes would have been 
in no wise different had the insurgents been recognized even 
as an independent state. They were, however, most anxious 
to be recognized as such. This would doubtless have aided 
the sale of their bonds, and perhaps would have embroiled us 
at once with Spain, thus indirectly assuring the result which 
they were fighting to attain. But to recognize a body as inde- 
pendent is simply to say that it is so; and to say that it is so 
when it is not so is to tell a lie. The Cubans were not inde- 
pendent, although we wished that they were, and hoped that 
they would get to be. The President had no right to tell a lie 
in the name of the American nation, and did not. Nor was 
there any reason for recognizing “belligerency.” He had 
already recognized that a war was being waged, and that the 
insurgents were not mere bandits or rioters. They had no 
territorial or military contact with the United States, no sea- 
ports, no navy, no privateersmen. Spain, on the contrary, had 
seaports and a navy. For reasons of her own she preferred not 
to have the Cubans recognized as belligerents, technically 
speaking; but if we had done so, she could have exercised 
against our vessels the right of visitation, search, and seizure 
of contraband articles on the high seas, while we would have 
forfeited the right to complain of the war’s injuries to the 
property of our citizens on the island. <A _ recognition of 
belligerency is a detriment to the neutral, which should be 


' The Three Friends, 166 U. S. 1, decided by the Supreme Court of the United 
States, March 1, 1897. The opinion and arguments in that case discuss the 
nature and effects of recognition of belligerency. 
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avoided if possible. It is of material advantage only to a belli- 
gerent with whom the neutral comes actually in contact, on land 
or sea.’ 

Hence President Cleveland and his successor, up to the time 
when our own war with Spain brought us into practical alliance 
with the insurgents, gave them recognition neither of “bellig- 
erency” nor of independence. The reasons, however, were not 
understood by most of our people, who were misinformed on 
the legal aspects of the question. Many, moreover, were 
anxious to provoke the war between ourselves and Spain as 
soon as possible. The agitation was taken up in Congress, and 
both Houses at the session of 1895-6 passed a resolution 
expressing their opinion in favor of recognizing belligerency. 
In the following December a resolution actually declaring the 
independence of the Cubans, and offering mediation, was intro- 
duced and pressed in the Senate. It was met with a quiet 
statement from Mr. Olney, the Secretary of State, that such a 
resolution would only express the individual opinions of the 
gentlemen who should vote for it, and would have no legal 
effect, since the recognition of independence of a new foreign 
state is an executive and not a legislative act. The statement 
precipitated a constitutional debate and the journalistic and 
senatorial attacks upon the Secretary were hot; but they sub- 
sided rapidly upon the production of the precedents upon 
which he relied,* and the resolution was dropped. The con- 
troversy of 1898, when a large party in Congress attempted to 
take the whole jurisdiction over foreign relations out of Presi- 
dent McKinley’s hands, is still fresh in memory. We have 
seen enough of Presidential and Congressional diplomacy, of 
their differences in method and effect, to realize the very great 
importance of the constitutional question, how far the Presi- 
dent’s power reaches in foreign affairs, and how far Congress 


? The alliance now (May 2) projected with Gomez’ troops will doubtless 
involve a recognition of belligerency. 


* See the two memoranda prepared in the executive departments and pre- 
sented by Senator Hale (Sen. Docs., 54th Congr., 2d Session, Nos. 40, 56); also 
speech of Senator White, February 25, 1897, and of Senator Spooner, April 
15, 1898. 
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has concurrent or superior jurisdiction. Had Congress the 
right to recognize Cuban belligerency? Had it the right to 
recognize Cuban independence? Had it the right to direct the 
course of diplomatic correspondence, and decide when the 
ultimatum should be sent? 

It must be remembered that the Federal Constitution was 
built upon the theory, long accepted as gospel by our states- 
men, that the best form of government is one in which the three 
great branches, legislative, executive and judicial, are entirely 
independent of one another. One is to legislate, another to 
administer, the third to adjudicate. Neither is to direct the 
other. The powers of sovereignty are to be so distributed 
between them that there shall be no duplication, no concurrent 
jurisdiction, which might give rise to possible deadlocks and 
disputes. The theory is not always satisfied in practice, but as 
a general rule whatever power is granted to the executive 
branch is denied to the legislative, and vice versa; and certain 
it is that whatever power either derives from the Constitution 
is independent, and is not subject to direction from the other. 

The Constitution does not confide the whole subject of 
foreign affairs, or of diplomatic negotiations, in express lan- 
guage to either branch of the Government, but leaves the 
matter to implication from its express provisions. It empowers 
the legislative branch to regulate commerce with foreign 
nations, to define and punish piracies and offenses against the 
law of nations, to declare war, to grant letters of marque and 
reprisal, and to make all laws necessary to carry into execution 
any of these powers, or any of the other powers vested in the 
government of the United States, or in any department or 
officer thereof. It empowers the Executive—the President— 
with the advice and consent of the Senate, to make treaties, 
and to appoint ambassadors, other public ministers and consuls. 
It empowers him to receive ambassadors and other public 
ministers. 

Diplomatic negotiations are conducted by ambassadors and 
other public ministers, and in rare instances by special com- 
missioners. The President’s authority to send and receive 
these officials is absolutely independent of the legislature. It 
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is limited only to the extent of requiring the confirmation by 
the Senate of his nominations, the Senate thus acting in its 
executive capacity. Congress can indeed exercise great influ- 
ence through its power of appropriating money; but though it 
refuse to appropriate for the office, the President and Senate 
can send an ambassador if one is to be found who will go with- 
out salary and pay for his own outfit. 

The highest result of diplomatic negotiations is a treaty; and 
the power to make treaties is also absolutely uncontrolled by 
Congress, the President acting with the Senate in its executive 
capacity. Yet a treaty is part of the supreme law of the land. 
It is of equal rank with an act of Congress. A statute abro- 
gates a prior treaty with whose provisions it conflicts, but a 
treaty has equal power over a prior act of Congress. Thus a 
tariff duty on some article may have been intended by Congress 
to be the corner-stone of our revenue system, yet the article 
may be transferred to the free list by the action of the President 
and Senate in making reciprocity treaties with the countries 
from which it is imported. So our anti-Chinese legislation 
could be repealed by a new treaty with China. The President 
and Senate can do things by treaty which Congress cannot do 
by statute. Congress cannot modify the alien laws of a State; 
but a treaty with a foreign nation can give its citizens equal 
privileges with our own. By a treaty, without consulting the 
House of Representatives, we surrendered Texas in 1819, part 
of Maine in 1842, and British Columbia in 1846. While the 
first of these treaties was pending, Henry Clay introduced in 
the House a resolution reciting that, as Congress has power to 
dispose of our territory, no treaty to alienate any portion of it 
is valid without the concurrence of Congress; but upon opposi- 
tion it was dropped. 

Diplomatic business not relating to treaties consists partly in 
negotiating informal compacts of similar nature, and for the 
rest in such work as the collecting and giving of information, 
requests for protection of our citizens, assisting them in the 
protection of their personal and property rights, and procuring 
or them social introductions. None of these acts are legisla- 
tive in character. Diplomacy, therefore, is a matter entirely 
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entrusted to the President’s responsibility; while at the same 
time it is eminently proper that he should ask the opinion of 
Congress before any step is taken which might require large 
appropriations, or which might decrease the revenue of the 
government, or which might lead to war. It has been cus- 
tomary for Congress to give its advice in the form of a resolu- 
tion; but sometimes it has been put in the form of a statute. 
Thus Congress has advised the President to make reciprocity 
treaties upon a certain basis with foreign countries. This 
advice is conveyed in the form of a statutory provision author- 
izing him to do so, but the statute conveys no authority to 
him, since his treaty-making power is conferred by the Consti- 
tution, and is unlimited. Still the provisions are very valuable 
as assuring him the moral support of Congress, without which 
he ought not to make such radical changes in our revenue 


laws. 

Among the exceptional cases in which the President ought 
to obtain the advice of Congress before taking any final steps, 
are those negotiations which may lead to war. War must be 
declared by Congress. It requires large appropriations and 


much legislative action. Before the President takes any step 
which might constitute a casus belli he should ask and obtain 
legislative approval. This was done in April, 1898, by President 
McKinley as a necessary preliminary to his threat of armed 
intervention in Cuba. 

The “recognition of belligerency” and “recognition of inde- 
pendence,” which have been so much discussed within the past 
three years, are in their essence judicial acts. They are simply 
decisions, upon evidence duly presented, that belligerency or 
independence exists as a fact. The judiciary, however, for vari- 
ous practical and political reasons, refuse to take evidence and 
decide the question for themselves. It would often be absolutely 
impracticable to take the necessary evidence as to occurrences 
in foreign lands. It would also be most impolitic to exercise 
a jurisdiction which might bring the judges into collision with 
the executive government and bring the United States into 
collision with a foreign power. The judiciary, therefore, have 
always looked to the executive department of the government 
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for information upon this point; and when the executive 
department finds and announces that belligerency or independ- 
ence exists, then, and not until then, does the judiciary find the 
same. 

Belligerency can indeed be recognized also by Congress, 
as through its powers to declare war and to define piracies. If 
war were declared against the Cuban insurgents, that would 
recognize their belligerency at once. So, if the insurgents put 
privateers upon the ocean, Congress could legislate that they 
be not treated as pirates. Ordinarily, however, recognition 
must come from the executive; and I believe that never up 
to this time has there been a legislative recognition. 

I have never seen a tenable suggestion of any method by 
which the independence of a foreign country could be con- 
stitutionally recognized by a legislative act. An appropria- 
tion act might provide for the pay of a minister to the new 
state; but it would lie with the President whether to appoint 
him, and the effect of the appropriation would be simply that 
the President, when deciding to recognize, would have ready 
money to open diplomatic relations. It has been suggested 
that recognition could be made under the war power; but 
declaring war against a people recognizes them only as belliger- 
ents. We admitted all through the late Civil War that we 
were at war with the Confederates, but we never recognized 
them as independent. By its very definition a recognition of 
belligerency is a recognition that the belligerents constitute a 
state for all purposes of the war. 

Similar reasoning will show that Congress cannot recognize 
the independence of a foreign country under its power to define 
piracies or offences under the law of nations. It has been sug- 
gested that Congress may recognize independence through its 
right to regulate commerce. That would be the case if it had 
the right to recognize commerce by treaty, but it has not. 
Independence of a foreign country is not recognized by any 
statute regulating trade with it. Thus we have long had 
statutes regulating trade with the Dominion of Canada, with 


' Lawrence, /nternational Law, $162; Hall’s /uternational Law, 4th Ed., p. 32; 
The Estrella, as explained at 166 U. S., pp. 57-8. 
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the colonies of New Brunswick, Nova Scotia, Newfoundland 
and Prince Edward Island, and even with the single city of 
Chihuahua in Mexico. Nor can such a right be inferred from 
the fact that its exercise by the President might lead to war. 
If that argument were good, it would follow that the President 
has no right to recognize a new foreign state; but that right 
has been conceded to him, and has been exercised by him 
without question, in a very large number of cases during the 
past hundred years. There are many ways in which acts of 
the executive department might provoke a declaration of war 
from a foreign country. Circumstances are even conceivable 
in which the judiciary, or one of the States of the Union, might 
provoke hostilities. 

The President, however, is expressly given power to recog- 
nize independence of a foreign country in the most usual and 
proper method of performing that act, namely, by receiving an 
ambassador, foreign minister or consul. 

Recognition is sometimes effected by the President and 
Senate in sending a minister, or by the President in sending a 
commissioner, or, in case the new power is simply the suc- 
cessor of one previously recognized, as upon the revolutions in 
France, Brazil and Hawaii, by instructing the resident minister 
to maintain diplomatic relations with the new government. 

The political situation during the last years of the great 
Spanish-American revolution was similar in many respects to 
that which existed during the three years before the breaking 
out of the present war with Spain. Then, as of late, the Presi- 
dent was the conservative force, sympathizing indeed with the 
people of the United States in their strong desire for the suc- 
cess of the revolutionists, but impressed with the responsibility 
imposed by his oath of office, anxious to observe the duties of 
neutrality, and determined not to recognize the independence 
of the Spanish colonies until the moment when the independ- 
ence was an assured fact. Then, as of late, a strong party in 
Congress was determined to force the President’s hand if 
possible, and to do everything which could be done by the 
legislative branch of the government to secure it instant 
recognition. The President was James Monroe. The leader 
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of the radicals in Congress was Henry Clay. Many of the men 
who assisted in establishing the Constitution were then still 
living, and every resource of ingenuity was exhausted in invent- 
ing some method of accomplishing the desired end by legisla- 
tive action. The history of these preliminary contests is, there- 
fore, most significant. 

The revolutions commenced in 1810. They met with great 
success, although with occasional reverses. They were not 
confined to the interior of the country, but the insurgents held 
seaports and maintained many privateers and merchant vessels 
upon the seas, sailing under many new flags. The present 
Argentine Republic,—then officially called the United Provinces 
of South America and generally known by the name of its 
metropolis, Buenos Ayres,—was free from Spanish control 
after 1812, although it did not declare independence until 1816. 
New Granada and Venezuela were held by the patriots for a 
large part of the time after 1815, and from 1819, when Bolivar 
entered Bogota, the Spaniards held but little ground. Chili 
was reconquered by the patriots early in 1817, and remained 
pacified, except one minor seaport, after April, 1818. By his 
annual message of December, 1817, President Monroe 
announced that the belligerency of the principal insurgent 
governments had been recognized. Mr. Clay was not satisfied, 
and projected a motion to acknowledge the government of 
3uenos Ayres and perhaps Chili. This motion was never 
actually made, and his subsequent course shows that in all 
probability it was dropped on account of the constitutional ina- 
bility of Congress to adopt it. On March 24, 1818, when the 
house was in Committee of the Whole upon the appropriation 
bill, Mr. Clay moved an appropriation for a minister to the 
“independent provinces of the River Plata in South America” 
(meaning the Buenos Ayres government). This would involve 
the assertion by Congress of the right to acknowledge the 
independence of this province; but upon the following morn- 
ing Mr. Clay redrafted his amendment, striking out the word 
“independent,” and providing that the appropriations should 
be available “whenever the President shall deem it expedient 
to send a minister to the said United Provinces.’ In support 
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of this, Mr. Clay said “that, without unconstitutional inter- 
ference with the executive power, with peculiar fitness we 
might express in an act of appropriation our sentiments, leay- 
ing him to the exercise of a just and responsible discretion.” 
Even in this form the resolution was opposed by John Forsyth, 
the Chairman of the Committee on Foreign Affairs, and by 
William Lowndes, one of our greatest parliamentarians and 
then the leader of the house; the latter maintaining that “it is 
the exclusive right of the executive to manage our foreign 
relations,” and that “we should present a single front,” since 
the President only can communicate, negotiate and treat 
with foreign nations, so that the initiative should be left to him. 
Mr. Clay made two great speeches in support of his resolution, 
but it was defeated by seventy votes. On May 20, 1820, he 
succeeded against the opposition of Mr. Lowndes, and by a 
majority of five, in passing a resolution through the House 
declaring the expediency of the appropriation for such minis- 
ters or minister as we “may send to any of the governments of 
South America which have established and are maintaining 
their independence of Spain.” The matter went no further. 
On February 9, 1821, he made a similar motion, which was 
defeated by seven votes. On the following day he introduced 
a resolution declaring the sympathy of the House with the 
South American revolutionists, and “that it will give its con- 
stitutional support to the President of the United States when- 
ever he may deem it expedient to recognize the sovereignty 
and independence of any of the said provinces.” This resolu- 
tion he carried after a speech in which he declared that he “con- 
cluded that both Congress and the executive had this power, but 
that the most regular, ordinary and usual course was by the 
executive; and it was, therefore, proper to assure him of the sup- 
port of this House.” His reason for supposing that Congress 
had the power is not disclosed. The committee to lay this reso- 
lution before the President was politely received by him with 
the declaration that he would take it “into deliberate considera- 
tion, with the most perfect respect for the distinguished body 
from which it had emanated.” Meanwhile President Monroe 
had sent commissioners to South America to inquire into the 
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real state of affairs there. He had postponed active measures 
until his treaty with Spain for the acquisition of Florida and 
confirmation of our right to Oregon had been assured. The 
struggle of Spain had become hopeless, and at last on March 8, 
1822, nearly twelve years after the commencement of the 
struggle, he sent a message to Congress stating that in his 
opinion the time had come to recognize these republics, and 
asking an appropriation for the salaries and outfits of the 
ministers. The House adopted resolutions stating that it con- 
curred in his opinion and instructing the Committee of Ways 
and Means to prepare an appropriation bill ‘accordingly. 
Recognition was given by his reception of the Columbian 
minister on June 18, of that year. 

In 1836 great excitement had arisen among our people over 
the revolution in Texas, and Mr. Clay, now a member of the 
Senate, again took the lead by introducing a resolution that its 
independence “ought to be acknowledged by the United States 
whenever satisfactory information shall be received that it has 
in successful operation a civil government capable of perform- 
ing the duties and fulfilling the obligations of an independ- 
ent power; and, while conceding that the President under 
the Constitution has the charge of our foreign intercourse 
and ought to take the initiative in an acknowledgment 
of independence of any new power, said that if “the Presi- 
dent should be tardy he may be quickened.” The resolu- 
tion was adopted. Daniel Webster said in the debate that 
“against a direct recognition he thought there existed strong 
objections; it was the proper function of the President to 
take the lead in this matter.” Mr. Clay maintained that 
Congress might recognize independence by a law regulating 
commercial intercourse; but neither he nor any one else has 
ever found a way of framing such a law so as to have the desired 
effect. The House passed resolutions subsequently to the 
same effect, introduced by Mr. John Y. Mason, the Chairman 
of the Committee on Foreign Relations; but his report made 
no claim that Congress had the right to recognize Texas, say- 
ing, on the contrary: “By the Constitution of the United States 


the duty of conducting negotiations and of superintending 
2 ' 
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our relations with foreign states is devolved on the President.” 
At the following session President Jackson sent a message to 
Congress in which he stated that it was unnecessary to discuss 
the constitutional question, for “on the ground of expediency” 
he thought it better “that the expediency of recognizing the 
independence of Texas should be left to the decision of Con- 
gress.” An interesting discussion followed in the House, John 
Quincy Adams opposing any form of words which would imply 
that Congress had the right to give recognition. The opposi- 
tion was successful. An appropriation for a diplomatic agent 
“to the independent republic of Texas” was changed so that 
the agent should be sent “to the Republic of Texas whenever 
the President of the United States shall receive satisfactory 
evidence that Texas is an independent power and that it is 
expedient to appoint such a minister.” Under this appropria- 
tion the agent was actually accredited. 

It has been claimed that Congress recognized the independ- 
ence of Hayti and Liberia in 1862, but the act merely author- 
ized the appointment of diplomatic representatives to these 
republics, and fixed their rank and pay. It had substantially 
the same effect as the appropriation for Texas just quoted. 

In 1864, the House of Representatives, against the protest 
of Mr. Blaine, passed a resolution claiming that Congress had 
the right to prescribe our foreign policy and recognize new 
powers, and that the President was obliged to respect that 
policy in diplomatic negotiations. President Lincoln and 
Secretary Seward took the opposite ground, and the Senate 
(which up to very recent years has always maintained the 
prerogative of the executive department, to which in a sense it 
belongs) paid no attention to the matter. 

In 1876 Congress passed a joint resolution requesting the 
Secretary of State to convey a complimentary message from it 
to the Republic of Pretoria (the Transvaal); but President 
Grant vetoed the resolution on the ground that it inadvertently 
infringed upon the constitutional rights of the executive, say- 
ing: “If Congress can direct the correspondence of the Secre- 
tary of State with foreign governments, a case very different 
from that now under consideration might arise, when that 
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officer might be directed to present to the same foreign govern- 
ment entirely different and antagonistic views or statements.” 

As Congress and the President have never actually disagreed 
upon these matters, the question has never been presented to 
the judiciary for decision; but the great weight of authority, 
including that of Story, is in favor of the view which, as I have 
just shown, is sustained by the great weight of parliamentary 
and executive opinion throughout the first century of our 
Republic. 

The precedent established by Monroe and Jackson should be 
our guide for the future. As long as the President fails to 
obtain evidence sufficient to warrant him in recognizing a new 
foreign power, or as long as he finds it unwise to do so, 
Congress should remain quiescent; for it has no power or 
responsibility in the matter, while agitation can only have the 
effect of straining our foreign relations and injuring the pride 
of the nation which is endeavoring to suppress the revolt, thus 
lessening the probability that our sympathy may ultimately be 
given effect by peaceful means. The President on the other 
hand, when he thinks that the time has come, or may have 
come, for recognition of independence, but when there is risk 
of war, may and should submit the case to Congress, and take 
no step in that direction without legislative approval—not 
because the Constitution makes legislative approval requisite, 
but because good sense and good politics require it. 

The wisdom of the Constitution, in entrusting such great 
authority to the President instead of to Congress, I do not 
intend here to discuss at length. Certainly experience shows 
that it makes for peace; and it is argued by many that delicate 
foreign relations, where a few hasty or ill-chosen words may 
make the difference between peace and war, can not safely be 
put in the hands of a body so much under the influence of ora- 
tory and of journalism, so apt to be led by persons unskilled in 
foreign history and character and in international law, whose 
action can be delayed by a small minority in one house and 
controlled by a bare majority in either. There are certain 
special reasons, however, which have always been regarded as 
conclusive in favor of confining diplomacy to the President and 
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his confidential advisers, no matter how wise the legislative 
bodies may be. 

One of these reasons is the secrecy of much of the informa- 
tion on which the negotiations must be based. That the Presi- 
dent cannot safely divulge it all has been conceded from the 
earliest times in the formula by which Congress calls on him 
for the information, excepting from the call so much as may be 
incompatible with the public interest to repeat. When the 
Constitution was framed, the President had mainly to rely upon 
secret reports of Government agents for his knowledge of 
foreign affairs, which the news bureaus were not well organized 
to convey. It is less so now; but even in this Cuban insurrec- 
tion it has been impossible to learn through the press the real 
state of facts, while the recent consular reports have been of 
such a character that it was deemed wise not to divulge them 
until their authors had got away safe from the island. 

Still more important is the secrecy with which diplomatic 
negotiations must be carried on, in order that they may be 
successful. Above all, the extent of the concessions which the 
Government would make as a dernier resort must be concealed 
from the foreign state. This will be perceived by any one who 
has conducted a business transaction, or compromised a law- 
suit. If on one side there is an individual who keeps his own 
counsel, while on the other side is a large assemblage who must 
debate the intent and method of every step in the negotiations, 
binding the negotiator by restrictions a copy of which (with a 
report of the debates) is at once laid upon the adversary’s desk, 
it is easy to see where the advantage lies. On this ground 
President Washington placed himself when refusing to submit 
to the House of Representatives his instructions to Jay, saying: 
“The nature of foreign negotiations requires caution, and their 
success must often depend upon secrecy; and even when 
brought to a conclusion a full disclosure of all the measures, 
demands, or eventful concession which may have been pro- 
posed or contemplated, would be extremely impolitic; for this 
might have a pernicious influence on future negotiations or pro- 
duce immediate inconveniences, perhaps danger and mischief, 
in relation to other powers.” 
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It may be vital that the wording of the later diplomatic 
communications, and especially of the ultimatum, be selected 
with extreme care, in order that the civilized world may see that 


we are entirely in the right, and our enemy entirely in the | 


wrong. The sympathy of neutral nations is no mere luxury 
in time of war. The event of the conflict may be determined 
by their regulations of neutrality, as for instance, in the extent 
to which they will permit belligerent cruisers to be supplied 
with coal in their own ports. Moreover, as we have just 
proved, it is possible for a third party to intervene in a war; 
and its sympathies as much as its real interests may determine 
the issue of intervention or non-intervention. Few will deny 
that a President and Secretary of State will draw more skillful 
state papers than are ever likely to emerge from a Congres- 
sional debate. 

Finally, when war is threatening, it is of importance that 
negotiations should be so conducted as to postpone the out- 
break of hostilities until the moment when we are prepared to 
open them to the best advantage. Preparations must be made 
for the mobilizing of armies: cruisers, cannon, ammunition, 
torpedoes, must be bought. Vessels in dry dock must be 
repaired. Vessels abroad must be recalled. If they are 
unarmed, time must be allowed to arm them there before the 
neutral is disqualified by the outbreak of war to render further 
assistance. Unpreparedness in these respects must not be 
known to the foreign nations. The President must not say to 
Congress—that is, to the press of the world,—“I am apparently 
vacillating and aimlessly procrastinating because part of the 
navy needs scraping and the rest happens to be in such and 
such a position with respect to the other party’s torpedo boat 
destroyers.” If the nation wants its wars to be quick, decisive 
and successful, Congress must quietly await the President’s 
own time for action, and then give him its prompt support. 
Its action should be a simple yes or no, like the Senate’s action 
on a nomination for office. 

The joint resolutions of April 20, 1898, which precipitated 
the present war with Spain, will be of slight weight as a con- 
stitutional precedent, because of the manner of their adoption; 
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for they were a compromise, satisfactory in form to few of those 
who passed them. It is of some significance that legislative 
recognition of the insurgent government in Cuba was defeated, 
and mainly on the ground that it would be an attempt to exer- 
cise a function belonging to the executive. 

The declaration that “the people” of Cuba are independent 
is difficult to construe.’ It is not intended as a recognition of 
independence of a new foreign state, as understood by inter- 
national law; for that proposition was rejected. But it is not 
permissible to put down anything in an act of Congress as mere 
rhodomontade, if such a result can be avoided. By familiar 
legal rules of construction we must find some meaning for the 
declaration if possible, and a meaning which will make it con- 
stitutional and valid. Such a meaning can be found if we treat 
the next two resolutions? as passed with the knowledge that 
they would make immediate war with Spain unavoidable—an 
effect both intended and produced. By that war our citizens 
have become enemies of all Spanish subjects, so that all con- 
tracts between them have become void and all commercial 
intercourse illegal. Such a result, as far as the Cubans are 
concerned, Congress might well seek to avoid. The first resolu- 
tion will perhaps be construed by the courts as introducing an 
exception in favor of persons residing in the island of Cuba, so 
that intercourse with them shall remain legal, so far as not 
interrupted by actual hostilities or by Spanish occupation of 
their territory. 


1** Be it resolved, 

‘* First—That the people of the island of Cuba are, and of right ought to be, 
free and independent.” The italicized words were stricken out by the House of 
Representatives, but restored by the Conference Committee. 


* ** Second—That it is the duty of the United States to demand, and the Gov- 
ernment of the United States does hereby demand, that the Government of 
Spain at once relinquish its authority and government in the island of Cuba, 
and withdraw its land and naval forces from Cuba and Cuban waters. 

‘* Third—That the President of the United States be and he hereby is directed 
and empowered to use the entire land and naval forces of the United States, and 
to call into the actual service of the United States the militia of the several 
States to such an extent as may be necessary to carry these resolutions into 
effect.” 
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The second resolution is undoubtedly unconstitutional, for 
Congress can not communicate with a foreign nation, nor can 
it direct the President how to perform his duties. It was 
entitled to most grave consideration from him, because it 
expressed the opinion and the wish of both Houses of Con- 
gress; but it would have had no legal effect, and no binding 
force upon him, if he had vetoed it and it had been passed over 
his veto. His signature added nothing to its legal weight; but 
his communication to Spain, in which he adopted its words, 
was valid as his executive act. For the war thus precipitated 
the President, therefore, is the person constitutionally respon- 
sible, just as a general is responsible for strategy which he has 
directed, even if he has, as against his own opinion, followed 
the advice of his staff. Whether the opinion and the wish of 
Congress, and the act of the President, were wise or unwise, 
timely or untimely, necessary or quixotic, must be left for his- 
tory to decide. No patriotic American can express now but 
one sentiment. 


EDWARD B. WHITNEY. 
New York. 
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ANCIENT AND MODERN HINDU GILDS. 
I. 


HE gilds of India can be traced back to about 600 B. C. 

But it is probable that they are still older, for when they 
are first mentioned it is as a factor of considerable importance 
in the state. Nevertheless, although the earliest law-books 
recognize the authority of the gilds, they do not assign to 
them so conspicuous a position as does the later law, and we 
may therefore regard the first six centuries before our era as 
a period of development in the life of the gilds, when these 
associations still had much to gain. But what they still lacked 
they had gained completely by the third or fourth century 
A. D.; and it is not likely that they ever possessed more power 
than they did at that time, although they have maintained a 
very autocratic position down to our own century, and even 
now in certain districts are practically the rulers of the business 
world about them. . 

Unfortunately the oldest texts make no clear statement in 
respect of the powers of the gilds or of their organization. 
But their growth in influence may be inferred from two typical 
rules of the law-books. Gautama, about 600 B. C., says: 
“Laws of districts, castes, and families, when not opposed to 
sacred texts, are an authority,’”! and then adds to this the 
words: “Ploughmen, merchants, herdsmen, money-lenders, and 
artizans (are also authority) for their respective classes.” Here 
local usage and the laws of castes still stand preéminent. But 

1 As I cannot quote the original texts (here and in the following passages 
from the ancient literature) I will comprise in one note most of the references 
made to my authorities in the order given. G. xi. 20-21 (Vas. i. 17; xix. 7), xv. 
18 ;.Y. i. 360; M. viii. 41 (B. i. 1, 2, 3-7), 46; Vas. xvi. 15; M. viii. 219, 221; 
Brihas. viii. 9. On the possibility of gilds in the Brahmanic period, compare 
the use of other words for corporations and the early use of the later technical 
word in TS. iii. 4, 5,1; AV. i.9, 3; Ait. Br. iii. 30, 3; Kaushit. Up. ii. 20; and 
compare the fiya and grdmaydjaka, G. xv. 16; Mbh. iii. 200.7; M. iv. 205; 
iii. 151, 164; YAj. i. 161, 360; ii. 192 ; M. iii. 154; V.x.4. In Buddhistic literature, 
the following passages: Cullav. v. 8; vi. 1, 4; Mahdav. i. 7, 1; viii. 1, 16ff.; Ep. 
Ind. ii. p. 98. From the Epic, further, Mbh. v. 34, 49; xii. 88, 29-30; 59, 49; 
140, 64; xv. 7, 8; iii. 249, 16; xii. 107, 10-32; ii. 5, 80; xii. 36, 19; xii. 321, 
143; Nar. i. 40, 155; x. 1; Brihas. xvii. 5ff. 
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in Manu’s law-book, completed about the time of the Christian 
era, we read: “A king should enforce his own law only after a 
careful examination of the laws of castes and districts, gild- 
laws, and family-laws,”’ where the laws of the gilds are already 
reckoned as on a par with those of castes and families. 

If the king was bound to respect the laws of the gilds, he 
was none the less expected to see that the members of the 
gild followed their own laws. These laws were in fact as 
authoritative as royal decrees. This is a point often touched 
upon in the early law-books, where (in the words of Yajiiav- 
alkya, whose code belongs to the beginning of our era) “the 
king must discipline and establish again on the path (of duty) 
all such as have erred from their own laws, whether families, 
castes, gilds, associations, or (people of certain) districts.” 

Till the time of Vishnu’s law-book, third century A. D., no 
one of these gilds appears as preéminent, but in this work 
“metal-workers and smiths of silver and gold” are mentioned 
particularly, though this preeminence may be due to accident. 
But the circumstance is interesting, because exactly these gilds 
became the chief gilds of ordinary towns, and because they 
were very likely the first to band together in self-defence, all 
the gilds originating in this way, but the goldsmiths perhaps 
first of all, since the old law in regard to smiths was so extremely 
severe as to call for some union on their part. 

All compacts made by gilds as corporate bodies come under 
the general law of compacts, and both the older and later 
law-books content themselves with saying on this point that 
“the king should see to it that gild-compacts are enforced;” 
while in regard to compacts made by the gild-members for 
their own observance, the older law enjoined that the king 
should banish the member who violated any agreement made 
by the association to which the offender belonged. 


1 The old law in regard to a goldsmith found guilty of defrauding was based 
on the principle that a goldsmith can most easily deceive, and that when he does 
so he is ‘‘ the vilest of sinners.” The king is therefore directed to see to it that 
a goldsmith found guilty of cheating shall be chopped up into very small pieces 
with sharp knives, whereas ordinary thieves or cheats are merely beheaded. By 
uniting together and ostracizing a guilty member, the gild could inflict a punish- 
ment which, if it was not so severe, probably had a still more deterrent effect. 
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The reason why the gilds came into prominence just when 
they did is doubtless because it was at that period that the 
Buddhists arose, who reached the acme of their power in the 
period from the third century B.C. to the fourth century A. D. 
In accordance with this fact stands, too, the special prom- 
inence of gild-life in the eastern part of India, the home of 
Buddhism. As the Buddhists placed the warrior-caste before 
the priest-caste and gave unrestricted freedom to the third 
estate, it is not wonderful that gild-life is characteristic of a 
Buddhistic environment. The same, however, is true in regard 
to the Jains, a rival heretical sect, which also arose in the sixth 
century B. C. Hence it is, that on the one hand, early 
Buddhistic literature, from 350 B. C. onwards, teems with 
references to the gilds and speaks of the Heads of Gilds as 
of the highest social position, while on the other hand the seat 
of gild-power to-day is still found among the Jains (the Bud- 
dhists having left India), and especially among the descendants 
of those who claim to have come originally from the eastern 
seat of Buddhistic and Jain culture. Even in the earliest 
Buddhistic sculptures we find reference to gilds and gild- 
masters. From the literature we see that the Heads of Gilds 
were great house-holders who were not only high state officials 
but on occasion became kings, at all times being represented as 
in the social set of kings and princes, friends and intimates of 
the various Rajas of Oudh and Benares. They bore, too, the 
same name conferred to-day on the Heads of Gilds, namely 
Sheth, meaning optimus, the Heads being in name as in fact a 
literal aristocracy. The Sheth in old times was often addressed 
simply as house-holder, but with the connotation of land- 
owner, landed-proprietor. From the law it appears that there 
were gilds of various sorts, but the only prominent one in 
Buddhist literature is that of the merchants, those members of 
the “third caste” so oppressed by Brahmanism, so liberated by 
Buddhism. The Sheth who isa House-holder (a higher title) is 
sometimes the king’s treasurer, as if the word (literally “house- 
lord’’) meant ruler of the king’s house, for he is the chief official 
of the kingdom. The Sheth’s office, either as treasurer or 
simple Sheth, was, however, hereditary. Such, in Buddha’s day, 
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were the great Sheth families of Benares and the neighboring 
towns. They represent a cross-cut through the ancient system 
of castes, a plutocracy perpetuating itself as an aristocracy. This 
view was adopted by the Brahmans themselves, who soon after 
this period began to make a sharp distinction between the very 
wealthy and the ordinary members of the third estate, who still 
remained a despicable caste “created for the king to devour;” 
till the new democratic tendency finds expression in the words 
of the epic sage, who says: “That which is called the wealthy is 
a very important member of the state; for verily a man with 
money is the top of all creation.” The great epic is full of 
allusions to the gilds. Their power is reckoned as equal to 
that of the army; their Heads must be “talked over” by spies 
when the king would subdue another kingdom; they are 
“supported by union,” and the king is especially charged not to 
tax them too heavily, lest they become disaffected, which 
is represented as a very great calamity. As the epic was 
probably completed soon after if not before our era, it is 
interesting to notice that perhaps the modern Panchayat was 
already known at that date. For in one of the didactic por- 
tions mention is made of the “five, valliant and wise” who in each 
town “preserve order.” They are expressly stated to be a united 
body “among the people,” that isin the country. There is also 
one passage where the later Mahajans may be referred to in 
the epic. For many centuries this word (literally “big people’’) 
has designated the masters of the more important gilds as 
well as the gilds themselves. Nowadays it is usually applied 
in the eastern part of India to wealthy bankers and gold- 
merchants. The passage in the epic, however, does not cer- 
tainly use the word in its modern sense, and it is several 
centuries before the word occurs again in its modern meaning. 

In the law-books of Narada and Brihaspati, assigned to the 
fifth and sixth centuries of our era, some new legal material in 
regard to gilds is found. We learn that the gild is governed 
by a board of from two to five persons. The villages are 
directed to “take the advice” of such a Panchayat, which over- 
sees the affairs of smaller associations as well as its own. 
Banishment is the punishment of anyone who injures the joint- 
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stock of a gild or disobeys its laws. Banishment and con- 
fiscation of his entire property is the penalty for a man’s failure 
to perform an agreement entered into by all the gild. The 
power of the gilds at this epoch is shown by the fact that 
the king must approve of whatever the gilds do to other people, 
and that there may be no mistake is added whether what they 
do is cruel or kind. This is a plain advance on the earlier law 
in this regard. The question as to what is to be done if a 
dispute arises between the Sheths and their gilds is also 
opened here, and it is ruled that the king shall act as umpire 
between them. On the other hand, if the king learns that a 
whole gild, actuated by hatred, is boycotting one of its own 
members, he is directed to “restrain them.” All funds donated 
(by the king) to a single member of a gild shall belong to all 
and be divided among the gild, or bestowed on needy persons. 
All royal gifts and all expenditures of the society are common 
to all. 

The gilds at this time (the fifth or sixth century A. D.) tried 
their own law-suits, but a right of appeal to the king as final 
court is permitted. If, however, a case is appealed and is again 
lost, the appellant must pay double what he was fined by the first 
court. A very decided stand is taken by Narada in regard to 
the old question whether scriptural law or local custom is 
authoritative. “Custom,” he says, “decides everything and 
over-rules scriptural law.” 

It is Narada who gives us the first rules in regard to appren- 
tices. From these it appears that a young man desirous of 
learning a trade was free to do so (in other words “caste” was 
not so strict an index of occupation as it is supposed to have 
been). The young man left his father’s house and lived with a 
master. This master taught him and fed him and made him 
work, but might not make him do any other than the trade-work 
which he was learning. The youth was “bound out,” for there 
is a special law which permits the master to compel the appren- 
tice’s return should the latter run away. The apprentice might 
be whipped or shut up if he was disobedient. In fact he was 
to be “treated like a son.” That he was bound out for a given 
length of time and that the advantage from his work was wholly 
his master’s follows from another law, which specifies that in 
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case the apprentice has learned the trade more quickly than the 
contract called for, the time left over shall be his master’s, and 
all the profit derived from the apprentice during that period 
shall accrue to his master. If agreed upon in advance, how- 
ever, the apprentice might be rewarded with a fee when he 
became proficient, but he should continue to work for his 
master till the stated time was up. The pupil is expressly com- 
manded to be humble before his master. The reason given is 
quaint enough to quote. “For science is like a river ever 
advancing downward to a humbler level; therefore as one’s 
knowledge grows broader and deeper he should become ever 
more humble toward the source of his knowledge.” 

Very important evidence is given in regard to the gilds by 
the inscriptions on rocks and copper-plates, found over 
northern India. At one time we read of gilds presenting 
moneys as religious bodies, at another a man registers himself 
as “merchant Head of such a gild.” In one inscription of the 
fifth century there is a very instructive account of a sun-temple 
built and endowed by a prosperous gild of weavers who had 
emigrated from their native district and after various hardships 
prospered sufficiently to build a temple. Here is brought out 
prominently the fact that a change of occupation is not unusual. 
Some of these weavers, it is recorded, took to other trades. 

Another inscription shows that the gilds acted as banks. 
They receive as a body moneys in perpetuity, a trust-fund, the 
principal of which they keep, but for the use of this they pay, 
to the beneficiary named in the grants, 5% interest (a month). 
Here the sabhd, “gild hall,” is spoken of.1 

A Nepalese legend of the third or fourth century records that 
Thana, which is minutely described, was ruled by a strong mer- 
chant gild.* Later literature down to our own time contains 
frequent references to such bodies, but no thorough treatment 
of them is to be found, though the allusions to the conspicuous 
position held by the gilds and their Heads fully attest the 
correctness of the law-books in laying so much stress upon 
their power. 


? Corpus Ins. Ind., vol. iii. No. 18 ; Nasik Ins. Arch. Surv., vol. iv. p. 102, 


? Oppert in the Madras Journal, 1878, p. 194; Bombay Gazetteer, vol. xiii. p. 406. 
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The check on this power was held by the king in his preroga- 
tive of taxing at will whenever he could claim that “hard times” 
induced hard taxes. Ordinarily a small tax is put on every 
marketable article, the tax to be paid in kind or in money. But 
when occasion arose the king might tax as he pleased or even 
take what he pleased from all subjects save the priests. When 
land-grants became common it was customary to have stated 
in them just what tax each trader or inhabitant of the town 
deeded in the grant was to pay to the grantee. Most of these 
imposts were decided by the king (or officer) “in consultation 
with the Heads of gilds.”” 

In the autumn of 1897, thanks to the courtesy of the dis- 
tinguished Sheth of Ahmedabad, Mr. Lalbhai Dalpatbhai, I 
was granted the privilege of an interview with the leading 
Sheths and Patels (head of artizan gilds) in that city, who 
very kindly consented to be questioned in regard to the rules 
and practices of their local gilds. The value of the informa- 
tion received lies partly in the fact that Ahmedabad is the 
center of gild-life in India; but particularly in this, that the 
gilds have no written laws and in many cases no clear plan of 
procedure in unusual circumstances; and that the power of 
the gilds is declining and their practices will soon be modified 
through the ever-increasing number of merchants and manu- 
facturers who do not belong to any gild, and whose methods 
are more modern, so that their influence is destructive of old 
conditions. Some of the statements made at this conference 
by the gildmen agree with those embodied in various reports 
of gilds published in a more or less fragmentary manner 
in different numbers of the Bombay Gazetteer. Others are in 
direct contradiction to the report. In the former case I have 
given precedence to what has already been published; in the 
latter, I have generally presented the corrected statement first, 
for in instances of this sort I inquired particularly of different 
members, both in regard to their personal knowledge and what 
they knew by hearsay, and when all agreed as against a printed 
record made by some official, I judged that they knew best. 
But in regard to historical data I was unable to learn anything 


1 Compare the first Sfiirya grant in the Bhaunagar collection, pp. 67-69. 
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of value. In answer to what had happened in the past, the 
members of the conference always referred to two or three 
aged Sheths who “remembered” this or that. Sometimes they 
remembered in unison, sometimes they remembered variously. 
When this happened they accepted it as a proof that there was 
“no use in asking about things too far back.” I came to the 
same conclusion and omit all cases of divergent recollections. 

To the information obtained at Ahmedabad, I have here 
added what I could gather elsewhere in Gujarat and in 
Rajputana, collecting also what I could in other towns to the 
east and north. But I soon found that though the name 
remained and some gild-functions were to be found as far away 
as Lahore and Benares, yet it was always a lessening ripple as 
compared with the center of gild-interest in Gujarat, where 
indeed, after the earlier Buddhistic period, the gilds seem to 
have always had their firmest stronghold. 

To those unacquainted with modern conditions it may be 
necessary to say that the modern merchants, Vanias, are in 
reality the most important caste socially; after them come the 
priests. There are no warriors, and the Rajputs regard them- 
selves as a distinct caste. Small traders such as the Lohanas 
and Bhatias of Kathiawar usually claim Rajput descent, as do 
most artizans. But goldsmiths claim that they are pure 
Vanias. The merchants of the north, when not Parsees or 
Mahommedans, are usually either Shravaks, that is Jains, or 
Vishnuite Vanias, or Smartas, that is Brahmans of the Shiva 
faith; more rarely they are Meshris, that is Brahmans of the 
Vishnu faith. Thus it will be seen that all the old castes have 
become more or less mercantile. It may be observed, further, 
that gild-men are usually Hindus, who claim Aryan descent. 
But in the North, Mahommedans occasionally form gilds, us 
they do in castes, in weak imitation of Hindu models. 


THE GILD AND SHETH OR PATEL. 


No perfect uniformity exists in regard to the names and titles 
of gilds and their chiefs. But there is a general distinction 
between artizan and merchant gilds. There is, again, a dis- 
tinction between the village-gild and the gild of a large town. 
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In a village there is sometimes but one gild and the head of 
the gild is then the head of the village itself, the Patel. In 
many cases there is but one gild-occupation, all other villagers 
being “outsiders,” who do not belong to the “village-gild” 
at all. These outsiders are people of the lowest class, public 
servants and the like. In some cases they are recognized as 
“intruders,” that is as people who have come into the village 
and settled there but do not belong to it, “outsiders’’ with a 
touch of their profane birth still adhering to them. But all 
trades usually form one gild in a village, and the members 
form one corporate body against encroachments on the part 
of government or the entrance of new families with like trades 
into the village. 

Distinct gilds are formed by the scission of separate gilds 
as the village grows into a town. But there always remains 
a loose trade-union between all the gilds even of a large city. 
The gilds thus separate are often identical with caste. This, 
however, is not the case in very large towns, where, owing to 
outside influence and other causes, trade (gilds) and caste are 
more apt to be diverse. 

The complete gild-system of a city makes a clear distinc- 
tion between the Panch or artizans’ gild with the Patel as 
its head-man, and the Mahajan or gild of merchants, bankers, 
and large dealers, the leader of which is called a Sheth. 

This title of Sheth is used in two ways, the one I have just 
described, and another, according to which Sheth is a title of 
honor given to the head-man of the city, hence called Nagar- 
Sheth or City-Chief. As a merely complimentary title this 
name Nagar-Sheth may be applied to wealthy traders, but 
properly it is bestowed upon a prominent civilian who may 
or may not bea merchant. Not very long ago, at the time Mr. 
Lely wrote for the Bombay Gazetteer, the Nagar-Sheth of 
Ahmedabad was still a very influential person, but he has 
already lost much of his power, which has been taken by a 
leading manufacturer, a man who does not belong to any 
gild, but who by public gifts and wealth has won in the business 
world a position of commanding influence, a fact indicative of 
the rapid passing away of the old order. The Nagar Sheth of 
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Ahmedabad is the head of a great Jain family, and his title has 
been inherited for several generations. He is practically the 
leader of the religious community of the Jains, and a few years 
ago he and the chief of the cloth-makers’ gild, who happened 
to be the head of the Vishnu sect, could, in Mr. Lely’s words, 
“carry public opinion on a religious or semi-religious question.” 
In other towns this title has become a mere name, and even in 
Ahmedabad the Nagar Sheth has now only a religious and 
social importance. For instance, at a time of famine he must 
walk around the walls of the town, pouring out an oblation of 
milk to the god of rain. As Sheth of the bankers’ gild he is, 
apart from his civil office, influential socially, but his preemi- 
nence as City Chief was due originally to the standing of his 
family rather than to the importance of his gildt It would 
appear, therefore, that we have in the Nagar Sheth the survival 
of an office which corresponds very nearly to that of an old- 
fashioned mayor, though the incumbent of the office is neither 
appointed by the ruling power nor elected by the people, but 
chosen on account of his social superiority from among the 
gild-Sheths to represent the dignity and power of all the 
commercial classes of the city. 

The usual Sheth, however, is the head of a gild of “big 
men,” Mahajan, and a union of all trades in a small town is 
sometimes called a Mahajan, as in Broach, where the “city 
Mahajan” includes bankers, money-changers, agents, brokers, 
cotton-dealers, and so forth, being in fact a sort of board of 
trade, or chamber of commerce, though it is also a protective 
club against artizan-gilds. For wherever there are gilds of 
artizans it becomes necessary to have some sort of union 
against them. Otherwise on the slightest occasion of discon- 
tent a man of superior social rank would become obnoxious to 
great misfortune, since all the artizan gilds would boycott 
him. The only defence, therefore, is to be able to boycott the 
artizan and his gild. This is sometimes done, but generally, 
since a mutual boycott is a mutual disadvantage, the mere 
presence of the union on the part of the victims of the artizans 


1 Compare Lely, Bombay Gazetteer, vol. ii. p. 321. 
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leads to a more conciliatory tone, and unpleasantness is averted 
by mediation. 

The word Panchayat is applied in large towns to trades that 
are coterminous with castes. In Ahmedabad this would 
appear to be always the case. Mr. Lely’s statement to the con- 
trary in the Gazetteer, vol. iv, p. 106, was contradicted by all 
the members of the conference, who said that the word 
Panchayat was used only when gild coincided with caste. 
But in other places, as in Surat, a Panchayat may include 
different castes. The same is true of the Panch Mahal district, 
only here, where the population is small, the general trade- 
regulating merchants’ gild is more apt to be dignified with the 
name Mahajan. As all the small gilds are called Panchs in 
Ahmedabad there would seem to have been evolved here a nicer 
terminology, by virtue of which the original application of 
Panchayat was more carefully preserved. In respect of the 
wider use of Mahajan, which obtains in some parts of 
Kathiawar as a designation of artizan gilds (according to the 
statement made in his report by Mr. R. Proctor-Sims), the 
conference was unanimous in saying that only when all gilds 
were united could they be called, as a collective body, Mahajan; 
and that no single artizan gild was ever so dignified. Nor 
have I personally found anywhere in Kathiawar corroboration 
of Mr. Sims’ remark that tailors, blacksmiths, potters, and other 
lowly people “have each a Mahajan.’ The Patel of the black- 
smith-gild at the conference said he did not believe that the 
title Mahajan was applied “to any single artizan-gild in the 
country,” and I am inclined to think he was right. Another 
slight error in Mr. Lely’s account is found in his statement that 
in Ahmedabad “there are four castes of carpenters and there- 
fore four assemblies for caste purposes, but only one car- 
penters’ Mahajan.” The chief of the carpenters told me per- 
sonally that he was Patel of a Panch, not of a Mahajan, and 
that the castes were not true castes, for they intermarry. 

On the other hand, the same caste may have sub-divided 
gilds. This I found to be the case among the silversmiths. 


1 Compare the Bombay Gazetteer, vol. ii. p. 321; vol. iii. p. 251; and vol. viii. 
p. 265. 
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They all belonged to one caste but not to one gild. But it 
sometimes happens that one gild comprises different casts. 
Thus the chief of the confectioners stated that there were three 
castes in his gild. These were real castes, that is, the mem- 
bers of the gild were divided into groups which would not eat 
together nor intermarry. The chief explained this by saying, 
that the castes were geographical. This is probably so. In old 
days, one caste one occupation; but now strangers with differ- 
ent habits and of different origin unite in one occupation as 
they drift locally together. 

There is an intermediate stage in large towns between the 
great merchants’ Mahajan and the humbler artizans’ Panch. 
This is represented by the “pure Vania caste” goldsmith. 
The smiths of gold (and silver) are the highest Panch or the 
lowest Mahajan, depending on whether the goldsmith is at the 
same time a banker. If there are several goldsmith-bankers, 
they are called a Mahajan. But the mere artizans belong to a 
Panch, as do all lower smiths, carpenters, masons, tile-makers, 
dyers, and so forth. Of these humbler organizations the most 
powerful is usually the tile-makers’ gild, on the good will of 
which everyone is dependent, and which controls absolutely the 
still humbler but important gild of potters. 

The number of gilds in a town differs greatly, most large 
towns having from thirty to one hundred and fifty. In the 
fifth century of our era one of the late law-makers says there 
were eighteen gilds, but they have evidently been increasing 
in number, as even to-day they show a marked tendency to mul- 
tiply rather than decrease. The less important they are in any 
large city, the more there are of them. Thus the gilds of 
Jeypore have not nearly the power of those of Ahmedabad, 
which is a smaller city, but there are forty gilds in the latter 
place while there are thrice that number in Jeypore. This is 
due rather to the splitting up of the gilds themselves than to 
the formation of new corporations. Where the gilds are 
influential they remain undivided. But when they lose the 
significance they once had they tend to become mere clubs, 
which ar irreconcilable quarrel will frequently cause to divide; 
so that the same profession will be represented by two opposed 
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factions. Even in Ahmedabad there are ten more gilds to- 
day than there were twenty years ago. 

In the country, when an outsider is opposed to the gild 
the Panchayat will deliberate on the case and invariably settle 
it in favor of the gild, unless the outsider be rich enough to 
corrupt the Panchayat or strong enough practically to overawe 
them. In ordinary cases the Panchayat of a village-gild prac- 
tically forbid all competition. 

The Panch may contain different castes, but the Mahajan 
may comprise different races. Ordinarily, however, two 
gilds to a trade is the limit of expansion, as in the case of the 
cloth-merchants of Ahmedabad, where workers in silk and in 
gold form two distinct gilds in the brocade trade. 


APPRENTICESHIP. 


The old law to which I have referred above seems to have 
fallen into desuetude. No articles are made out, no premium is 
paid, and in fact there is no real apprenticeship. Artizan boys 
learn their trade at home or receive small wages while they 
learn it under a master, but in no case are they bound out, 
being free to leave their own work if they (or their parents) 
think it best to do so. The old idea of an inherited trade is 
generally kept, but it is violated frequently and with apparent 
impunity. Sometimes the boy’s keep is considered a sufficient 
return for his work till he has mastered his trade. What may 
appear at first sight to be apprenticeship is in reality a private 
arrangement between a father and a master-workman, who is 
asked to take charge of the boy’s education, but does not take 
the boy with legal formalities. Twenty-five rupees a year after 
the first year of training is considered sufficient recompense for 
the value of the boy’s labor, and thereafter three rupees (one 
dollar) a month, till the trade is learned. In Jeypore, I was 
informed that there used to be a fine inflicted on any man 
whose son learned a new trade; but no other means to prevent 
a change of family occupation was ever taken, and nowadays 
the old rule is not enforced. 
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THE HEADMAN AND ELDERS. 

The Sheth, or Headman of a gild, holds his position by 
hereditary right, which may, however, be set aside. But the 
right is that conferred by custom and is therefore very strong. 
Only unusual circumstances would prevent a son’s succession 
to his father’s position as head of the gild. The dignity of 
the gild is represented by its Sheth, so that the usual rule is 
for the son to succeed provided he is fitted to uphold the 
moral and financial standing of the family and gild. Other- 
wise he is set aside. In this case the new Sheth is elected from 
a new family, not usually from the same family, as Mr. Lely 
asserts; who also remarks that the unworthy son “still retains 
the title,” a statement denied by the conference. They said 
that a new family would in all probability be selected, but they 
admitted that the second son of an old Sheth might possibly 
get the office. 

The election is made by the whole gild and is settled by a 
majority vote. The case where a new candidate has to be 
selected appears to be rare, for the members of the conference 
were unable to say what would happen if there were more than 
one candidate, or whether there would be more than one. 
They seemed to think that only one name would ever be sub- 
mitted to the gild to vote upon, and I fancy that this is a 
fact, since the personal influence of the rich is very great, and 
they would rather settle the matter first among themselves and 
then submit the name to the whole gild pro forma. No one 
in the conference had ever heard of two candidates being put 
forward. They said that “of course the best and biggest man” 
would be made Sheth. But indeed to have any real candidate 
is extraordinary. Ordinarily the eldest son of the deceased 
Sheth becomes Sheth with only the form of an election. The 
procedure, however, as imagined by members of the confer- 
ence, would be as follows in case there was need of a new Sheth 
from a new family (I cite verbatim from notes made on the 
spot): “There would be but one candidate, for there can be 
but one best and biggest man. The most influential men, 
quietly coming together, on making in their minds the sad 
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discovery that the son of the Sheth was not fitted to inherit 
the dignity of his fathers, would agree upon that person who 
would best represent the gild, and having amicably agreed 
upon this man they would go before the gild and say, “Vote 
for this man.” Question: “Suppose the gild refused to vote 
for him?” Answer: “The gild is sometimes opinionated in 
other matters, but we have never known a gild refuse to vote 
as its influential leaders directed it to do when the question 
was one of election.” Question: “Do the venerable Sheths 
remember such a case?” Answer: “It is not remembered.” 
In short, the gilds elect as the leaders select. 

These “influential leaders” are the elders or Council of the 
gild, and they too bear the name of Sheth, but only as a 
decoration. There may, however, be two real Sheths, in which 
case each Sheth is originally the Sheth of his own caste (gild) 
or sect. Thus the local silk-cloth gild of Ahmedabad has 
two heads, one to represent the Shravaks and one to represent 
the Vishnuites, and in nearly all the great city-gilds in 
Gujarat the two prevailing sects are thus represented. The 
sons of councillors inherit the title as a matter of courtesy and 
are often in reality the councillors of the next Sheth, so that 
the Sheth in council seem to represent an hereditary body. 
The proverb cited by Mr. Lely, loc. cit., p. 108, “Energy makes 
the Sheth, no one asks what family he is,” represents a theoreti- 
cal possibility, and doubtless an historical fact, but not the 
present condition of affairs. 

In small country towns in Gujarat every leading merchant 
is politely called Sheth, as in Benares he is called Mahajan, or as 
in New England a country lawyer is called "Squire. 

As a great part of the charity performed by the gild is of a 
religious character, when the Sheth is of a different sect to 
that of most members of the gild, and the latter have no 
sectarian Sheth of their own, the gild will often give over its 
charity-moneys to the Sheth of another gild of identical sect. 
Thus Shravaks with a Vishnuite Sheth will entrust their moneys 
to the Shravak Sheth of another gild, lest their own Vish- 
nuite Sheth expend them for a temple rather than for the 
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Shravak Pinjra Pol (asylum for decrepit animals). As for this 
seeming incongruity in so religious a community, it may be 
observed that the people are as conservative as they are religious, 
and though in a Shravak environment it sometimes happens 
that a Vishnuite Sheth finds his gild slowly becoming Shravak, 
yet he never thinks of relinquishing his position on this 
account, nor does the Shravak majority think of ousting him.’ 


AUTHORITY OF THE SHETH IN COUNCIL. 

The gilds have been growing steadily more democratic, and 
in matters other than the election of a Sheth not infrequently 
stand out against the decision of the Sheth and Council. Half 
a dozen leading members of the trade make the council 
(though the number is not fixed), and these with the Sheth 
are recognized as gild-men apt to work for the interest of the 
whole body, so that there is no natural antagonism between 
gild and leaders. The Sheth and Council are, as it were, the 
president and cabinet of the gild. The interest of one is that 
of all, and in ordinary circumstances there is a ready acquies- 
cence on the part of the whole gild in any measure brought 
forward by the Sheth and supported by the Council. But 
occasions do arise when the whole body stand in conflict with 
their officers. The venerable men who “remembered” for me 
assured me that in the good old days a gild never objected to 
any measure proposed by the Sheth and Council. But in these 
days many wish to adopt “perilous modern methods,” others 
think that they ought to be consulted, and still others “take 
every opportunity to object to authority.” Only twenty years 
ago, as may be seen in Mr. Lely’s report already referred to, it 
was possible to state truly that the Sheth and Council have 
virtually the whole authority. The rather unwilling admission 
of my informants (it must be remembered that they were all 
Sheths and Patels) tends to show that this is no longer the case. 


1 The city Mahdjans are usually made up of Lohdnas and Bhiatias, as well as 
Vanias, though, properly speaking, the last should include the first two. But 
Vanias in common parlance are bankers and cloth-merchants of the Shravaks, 
that is laymen of the Jain faith, or trading Brahmans, such as Meshris, who are 
found in some localities ; while Lohanas are Vishnuite grain-dealers (the poorer 
sort being husbandmen), as are the Bhatias. 
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I was in fact rather mournfully assured by various members of 
the conference that ‘a majority of ordinary members of the gild 
always can, and often do, carry a measure over the heads of 
Sheths and Council.” In less gild-ridden towns and cities I 
was told that Sheths were now without much power, and even 
the Sheth and Council combined had only an advisory function. 
But it was everywhere recognized that this was a changed con- 
dition, and that formerly the advice of the Sheth was practically 
law to the gild. 


OFFICIALS AND MEETINGS. 

The only officer besides the Sheth is the Gumasta or clerk, 
who in the case of the great Mahajans calls the meetings and 
acts as secretary. The title really means an agent, and the 
Gumiasta acts in this capacity in so far as he is authorized to 
drum up recreant members and urge them to attend the meet- 
ings. The Gumasta, if one exists (for there is often no such offi- 
cer), receives a salary; but no Sheth or councillor receives a 
salary or accepts any money in his official capacity, unless it be 
the Sheth of a Mahajan in a small country town, who may 
receive a fixed sum for collecting fees imposed by Government 
on his own and other local gilds. 

The duties of the clerk consist also in collecting moneys and 
keeping accounts, but he must discover and report transgres- 
sions on the part of members and “execute any order that may 
be given on the part of the corporation.” To this description 
of the clerk’s functions (furnished by Mr. Lely, Joc. cit., p. 107) 
I am unable to add anything of importance. 

The meetings of the gild are held in the local Vadi or 
gild-hall; the clerk calls the meeting at the request of the 
Sheth or of any other influential member of the gild or on the 
demand of ordinary members. There does not seem to be any 
regular practice in this respect. The conference said simply 
that when a meeting was wanted by any important person or 
demanded by several members there was a meeting. Meetings 
are not held at stated intervals, but as occasion presents itself. 
If there is no clerk, the Sheth calls the meeting (when requested 
to do so), sending a written or verbal message to the different 
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members. If there is no gild-hall, any convenient room, as in 
the house or shop of one of the members, is selected for the 
meeting. So far as I could learn, there is an utter absence of 
formality at these meetings and no parliamentary rules are 
followed. 


MEMBERS AND FEEs. 


As occupation usually goes by caste, any member of a caste 
engaged in a certain occupation is, ipso facto, a member of the 
gild. In small towns there is often no entrance fee in artizan 
gilds, but the Mahajan exact one from new members. All 
sons, however, of a deceased member, without paying an 
entrance fee, become members of the giild on his decease, and 
are received into the gild without formality. Membership is 
a family right which once acquired is inherited. But from 
other new members an entrance fee is demanded, which varies 
from one hundred to three hundred and fifty rupees. A fair 
average of the fees of the more important gilds is three hun- 
dred R., or about one hundred dollars. But the borders-gild 
of Ahmedabad has a fee of only two hundred R. Three hun- 
dred are demanded by the cloth-gild; several gilds demand 
three hundred and fifty; and even five hundred was quoted 
as a possible fee, but no gild represented at the conference 
admitted that its fee was so high as this. Some of the artizan- 
gilds ask a fee of one rupee as matter of form, but their 
fee is generally a dinner-party. The fee, though usually the 
same for all, may be partly remitted in the case of a desirable 
member who is too poor to pay the large sum demanded by 
some gilds. 

A discredited member may not return to the gild when 
once cast out (by vote of the gild). If his offence is a caste- 
offence his children are debarred from admission. The practice 
varies in different localities. In Jeypore, for example, a mem- 
ber is not dismissed, but he is allowed to drop out of the gild. 
Here too the sons may enter though the father has been 
informally ostracized. | When the father has dropped out on 
account of poverty, the son that has prospered and desires to 
enter the gild may do so, not usually at once, but after some 
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years. There is no rule on the subject. It is largely a social 
question. Ifa member changes his business he of course leaves 
the gild, but he may be reinstated if he resumes it. A change 
of trade or business is not unusual, nor was it so in ancient 
times, though our notions of caste based on the law-books 
lead us to think so. As to a new entrance fee from reinstated 
members, in Ahmedabad the general opinion was that it was 
not customary to demand it. But in case a discredited or 
dropped member dies, while it is permitted to his son, it is not 
permitted to his grandsons to enter without a fee. Ifa member 
fails he is not dropped on this account. The gild investigate his 
business and if it is found that he has failed dishonorably he is 
dropped; if honorably, “the creditors in the gild accept a 
part of the debt and help him to tide over his difficulties when 
he repays all. But the funds of the gild are never used for this 
purpose.” In this particular there is a difference between the 
gilds of ancient times (when it is expressly stated that they 
help their needy members) and of to-day, when all the funds 
are devoted to religious charity. No Sheth of the conference 
would admit that any gild-money was ever spent on a mem- 
ber of the gild, however much he might need it. Nor does 
the gild care for the needy families of deceased members. 

The dinner-party fee of artizan gilds is not always the rule. 
In Broach, for instance, the bricklayers demand a small fee of 
each new member. But generally the family (or it may be the 
caste Panchayat) raises money enough to give a dinner to the 
rest of the gild. The rite constitutes the entrance fee and is 
the only formality observed. This applies only to those who 
have learned a new trade different from their father’s, and are 
hence obliged to enter a new gild. 

In many cases there is no fee at all. Thus in Bhaunagar and 
in Jeypore, one in Gujarat and one in Rajputana, there is 
no fee. It is customary only where the gilds are most strin- 
gent in their rule and most conservative. There is no annual 
subscription (as Mr. Lely says there is), and consequently there 
are no arrears to be paid. 

E. W. Hopkins. 

Yale University. 








BANK CLEARINGS, INTEREST RATES AND 
POLITICS. 


HE volume of the Clearing-House Exchanges is often cited 

as an evidence of prosperity or depression, and with very 

good reason. The total amount of checks or “clearings” forms 

a sort of trade barometer, rising in fair weather and falling when 

the financial skies are overcast; and this instrument is more 
sensitive to changing conditions than is often recognized. 

During the last six years business affairs have been several 
times greatly disturbed by political action. The silver party 
and the war party have frequently upset stable trade conditions, 
a panic has been precipitated by a monetary system based on 
the exigencies of politics instead of upon the laws of commerce, 
and a presidential election has been held which involved the 
very existence of civilization. 

The bank clearings have reflected all these political errors 
and agitations. Production has been restricted and the 
demand for goods has been lessened by the baneful influence of 
political demagogues. The disposition to trade and the will- 
ingness to trust, in other words credit, has been frightened 
away by fears of a depreciated currency; and this diminished 
production and the partial obliteration of credit has caused a 
shrinkage in the volume of bank clearings. 

An examination of some actual clearing-house transactions 
may be of interest. 

It has been urged that the conditions of banking in New 
York are such that its clearings do not form an index of the 
general business of the entire country, and that the metropoli- 
tan clearings fluctuate in changing financial weather to a 
greater degree than do those of other clearing-houses. There- 
fore, eight other cities have been selected from various parts of 
the country and their combined clearings are used in making 
up the following table of clearings for each quarter-year from 
1892 to 1897 inclusive. 

The cities considered are Boston, Chicago, St. Louis, Balti- 
more, Louisville, Cincinnati, Minneapolis and New Orleans. 
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Clearings in Clearings in Clearings in Clearings in Clearings in 

i: — — is — — iy ~ ir ~~ _iiy ~~ 

1st quarter. 2d quarter. 3d quarter. 4th quarter. Entire year. 
1892 3387 3459 3422 3959 14229 
1893 3641 3480 2629 3147 12897 
1894 2905 2936 2823 3295 11960 
1895 3007 3307 3184 3638 13137 
1896 3091 3214 2851 3373 12531 
1897 3032 3232 3412 3935 13612 
Average for 3177 3271 3053 3558 13061 


six years. 


In 1892 the clearings represent a very prosperous year with 
the prosperous era extending well into 1893. Indeed the totals 
for the first two quarters of that year exceed by 275 millions 
the totals for the first half of 1892. At this point, however, the 
evils of an unwise currency system culminated in the panic of 
1893, which reached its height at about the middle of the third 
quarter of the year, and was evidenced by the shrinkage of the 
clearings from 3,480 millions in the preceding quarter to 2,629 
millions,—whereas usually the totals for the second and third 
quarters are about the same. Compared with the correspond- 
ing quarter of 1892, the third quarter of the money-panic year 
showed a shrinkage of 793 millions, or 23 per cent. It also 
was 424 millions below the average for the same period during 
the six years 1892-7. 

With the repeal of the silver-purchase act on October 30th, 
1893, business conditions improved and the clearings for 
October, November and December recorded a gain over the 
preceding quarter of more than 500 millions. Throughout the 
next year, 1894, the maintenance of the gold standard seemed 
at times in doubt and heroic measures were taken to sustain 
the government’s gold reserve. Recovery from the panic pro- 
ceeded slowly, accompanied by very low prices for com- 
modities,—hence the clearings were unusually light. Indeed 
the total for the year was but 11,960 millions, considerably 
less than any other year from 1892 to 1897. 

By the following year all doubt as to the ability or the 
intention of the administration to maintain the gold standard 
had vanished. 

Through bond issues the needed gold had been obtained, 
business was reviving and the clearings for the year (1895) 
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plainly indicated it. The improvement was marked, and the first 
half of 1896 showed clearing-house transactions about equal in 
volume to the first half of the previous year. However, 
political matters once more became a disturbing element, when 
in July, 1896, the Democratic party adopted its free-silver 
platform. Business operations were at once curtailed, and a 
political panic overspread the country, the clearings for July, 
August and September falling to 2,851 millions as against 3,184 
millions during the summer of 1895. With the defeat of this 
menace of politics in November, 1896, men took new courage 
and business increased, as evidenced by the very satisfactory 
volume of clearings during 1897. 

It is to be noticed that the fourth quarter is almost invariably 
the largest quarter of the year, due to the large amount of 
settlements involved in harvesting and moving the corps. In 
1893, this quarter was less than the first or second quarter, both 
because of unusually low prices for produce and also because 
of the continued stagnation of business due to the panic. In 
all the other years the last quarter was the largest of the year. 

The following table shows the clearings for New York City, 
and it will be observed that their course corresponds very fairly 
with that of the eight cities already considered: 


Clearings in Clearings in Clearings in Clearings in Clearings in 
se -llCU lll 

Ist quarter. 2d quarter. 3d quarter. 4th quarter. Entire year. 
1892 110046 8862 7891 9861 36662 
1893 9879 8487 6192 6701 31261 
1894 5938 6010 5580 6859 24387 
1895 6499 7688 7217 8436 29841 
1896 7251 7147 6514 7956 28870 
1897 7021 7126 9223 10055 33427 


Another way in which political action affects business affairs 
is seen in its influence upon the rate of interest which borrowers 
must pay upon loans. For the purpose of illustrating this 
effect upon discount rates, a record has been made of the rates 
at which prime bills receivable have actually been discounted 


1 The amount of clearings reported at New York after April, 1892, was les- 
sened by the establishment of the Stock Exchange Clearing-House, which 
reduced the volume of checks required in payment of stock sales. 
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during each month of the last six years. These notes were 
given for actual merchandise and were all endorsed by the same 
concern, a large wholesale house in New York, whose credit 
has been of the highest throughout the six years and for many 
years before. 

These notes are described in the following table as “Endorsed 

sills Receivable.” 

The second class of notes considered, consists of the obliga- 
tions of parties engaged in the handling and distribution of 
wheat. They are only such as are rated as worth one million 
dollars or upwards, and their notes are secured by warehouse 
receipts for wheat. In the table these notes are classed as 
“wheat paper.” 


Discount Rate 


Date. a Discount Rate for Gold Reserve in 
Endorsed Bills Wheat Paper. U.S. Treasury. 
Receivable. 
1892. 
October, ...... 5% 6% $119 Millions. 
November, -.--- 5 6 124 0 
Dec. Ricnaae 4% 6 124 = 
a cS 6 — 
1893. 
January, --...- 5 6 121 - 
Feb, Bonnsisn 4 5 108 - 
89, <---. 4% 5\ eee 
ae 5 6 a a 
March 1,..... 5 6% 103 - 
9,----- 5% 6% --- 
ae 6 6% _ 
CT ae 5 6% 106 = 
May _I,-.--- 5% 6% Eee : 
83,--..- 5% 7 ae 
June 1,..--- 5% 7 4 
ae 6 7 “ 
July = 1,----- 7% 7% 96 
18,.--.- 7¥ 8 2 i Panic of '93 due to the 
Aug. I,----- 8 --- 99 i operation of the silver- 
My-s--- 10 ee pope 
Sept. I.----- 10 Soltero 96 si The panic cabal its 
ne 8 rate. ‘eciele height about Sept. 1. 
es 7% MP ae 
_ 6 8 otic 
Oct. Basan 6 8 94 7 
18,..... 5% 7 o-- 
a 4% 6 84 ” } 
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Discount Rate 
or Discount Rate for Gold Reserve in 
Endorsed Bills Wheat Paper. U.S. Treasury. 
Receivable. 





4% 5% tiie tl 
3% 5 $ 82 Millions. 


Jan. 3% 5 80 


Feb. 3 re 65 $50 millions Bond issue. 
March 3 Practically no paper 107 
A pril 2% in the market andno 106 
May 2% demand for money. 100 
June 24 —— 79 
July 2% je 64 
Aug. 23% 4 55 
Sept. 3% 4% 54 
Oct. ss 59 
Nov. eens 4 61 $50 millions Bond issue. 
Dec. 4 106 

1895. 
Jan. 
Feb. 


4 85 

Feb. 8, 1895, Bond issue 
: 45 of $62,315,400. 
5 
5 
5 


March 87 


April gI 
5 _— 
May Very little ¥ 
June Wheat Paper 99 
July offered. 
Aug. : jeu 
Sept. 5 

5 

5 
Oct. 5% 


I 
Dec. 5% 
5 


6 “ Venezuela Message."’ 


$100 millions Bond issue. 


July, 96, Democratic Na- 
tional Convention, fol- 
lowed by deepening de- 
pression till about Sept. 
15, when the probable suc- 
cess of the sound money 
ticket began to be recog- 
nized onl the best paper 
was in slight demand at 
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Discount Rate 
Discount Rate for Gold Reserve in 


for 
Endorsed Bills Wheat Paper. U. S. Treasury. 
Receivable. 
re 8 per cent., graduall 
9% 8¢ $101 Millions. working down to 7 a4 
8 cent. a few days elers 
8 ce the election of Nov. 3d. 


124 

8 ale Nov. 3, 1896, Election day: 
6 are | rahe drops the next 
I week to 534 per cent., and 
% 117 “wheat paper" from 8 
5 131 percent. before the elec- 
tion to 644 per cent. after. 

Gold reserve strengthens. 


137 
145 
148 
152 
No 153 Very large bank deposits 
Wheat Paper 144 Wess take teonion 
offered. 140 money in New York after 
taking all ‘“‘ wheat paper’”’ 
ales 140 offered. 
4% 144 
5 147 
4 153 
157 


160 
Feb. 15, “‘ Maine” disas- 
164 ter. | a ——- to stif- 
fen. Large gold imports 
--- increase the government 
reserve. 


167 
174 


From the foregoing table it will be seen that the interest rate 
has closely followed political action as it in turn threatened or 
favored business stability. 

During the ’93 panic the rates rose as high as Io per cent., 
falfing, however, in November after the repeal of the silver- 
purchase act to the more normal level of 4% to 6 per cent. 

Again in December, 1895, the rate for “Bills Receivable” 
rose one and one-half per cent. as the result of the “Venezuela 
Message.” Later the Democratic platform of 1896, disturbing 
all legitimate business, was a most potent element in compelling 
borrowers to pay large interest rates during the summer of that 
year; while the result of the election promptly reduced the 
current rates. In September, the political situation dictated 
an 8 per cent. rate; in December, money was abundant at 4 
per cent. 
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The malign influence of politics is thus shown; first by a 
lessened volume of clearings, which means fewer business 
transactions; and secondly, by an increased interest rate, which 
means greater expense in the conduct of business. It reduces 
the opportunities of business and increases the cost. 

Business settlements are effected by the use of money and 
credit, and as it is well known, the great majority of transac- 
tions are settled by the use of credit instruments and not money. 
A slight contraction of the money currency may have no 
appreciable effect upon trade, while unwise political action often 
destroys the effectual use of thousands of millions of credit 
instruments, and entails widespread loss upon all business 
interests. 


CHARLES E. Curris. 
New Haven, Conn. 











TWO PLANS FOR CURRENCY REFORM. 


F the progress of currency reform seems slow and laborious, 
the forward movement halting and the goal remote, we may 
do well to pause a little for breath, to take a calm survey of the 
distance already accomplished and the height gained, as an aid 
and stimulus to further endeavor and ultimate success. And 
the two plans for currency reform, embodied the one in the bill 
of the Secretary of the Treasury presented in the House of 
Representatives, December 16th, 1897, the other in the report 
of the Monetary Commission bearing date December 17th, 
1897, furnish a convenient ground for such a halt. Both of 
these proposed measures come with an authority and embody 
a maturity of knowledge and reasoning which no plans pre- 
viously advanced could claim. The bill prepared by Mr. 
Carlisle, when Secretary of the Treasury, and discussed in the 
House Committee on Banking and Currency in 1894-5, was 
the work of one untrained in banking and finance, however 
great his judicial and economic wisdom and learning; it repre- 
sented the opinion of but one section—and that the smaller 
one—of a divided party; its only mission was to awaken 
interest and furnish a concrete object for discussion, largely 
antagonistic. The bill of the present Secretary of the Treasury 
is, on the contrary, the work of an experienced banker and 
financier, holding high office in an administration brought into 
power solely on the currency issue; the dominant party shows, 
as it always has shown, far greater coherence and subordination, 
and its chief, the President, commands the loyal respect and 
confidence of all its members. 

In like manner we may compare with the report of the 
Monetary Commission the so-called “Baltimore plan” for 
currency reform, put out in the fall of the year 1894. This 
latter was essentially a bankers’ plan, elaborated by men who 
had felt the full pressure of the calamitous months in 1893, and 
were resolved to do their utmost to remove what they judged 
to be some obvious causes of financial disturbance. But the 
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knowledge of these causes among the public was not wide- 
spread, and the right of the authors to speak with authority 
was not widely granted; they too had to content themselves 
with doing pioneer work, opening up a path to be enlarged 
and laid on solid foundations by others after them. The Mone- 
tary Commission’s report, on the other hand, is the work of a 
vastly more representative body, armed with authority far more 
deeply rooted and wide-reaching; it appeals to a broader con- 
stituency and commands from the outset a larger measure of 
approval. 

But the progress in the three years from 1894 to 1897 is not 
to be measured solely by the change in political conditions 
which has given us a united executive and party in place of a 
President and House at sword’s points, nor by the development 
of a class measure into a national one. The postulates of the 
two latest plans, the axioms on which both Secretary Gage 
and the Monetary Commission have based their proposed 
remedial legislation, are highly significant as marking great 
and necessary advance along the line of sound financial under- 
standing. Secretary Gage, in explaining his bill to the Com- 
mittee on Banking and Currency, begins thus: “The objects I 
have in mind in the series of provisions offered by me are: 
first, to commit the country more thoroughly to the gold 
standard, remove so far as possible doubts and fears on that 
point and thus strengthen the credit of the United States both 
at home and abroad.” Compare with this the statement of 
the Monetary Commission, as follows: “We submit . . . a 
plan for currency reform, in the hope that it will, if enacted into 
law, accomplish, so far as possible, these results; first, to 
remove, at once and forever, all doubt as to what the standard 
of value in the United States is, and is to be; second, to estab- 
lish the credit of the United States at the highest point among 
the nations of the world.” That the standard meant is the gold 
standard is set forth later clearly and in terms. 

No one can read these opening sentences without perceiv- 
ing the advance which has been made. The word “gold” has 
been robbed of many of its terrors since the St. Louis platform 
and the campaign which followed it; just as it was one thing to 
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be an Abolitionist in 1835, quite another to be one in 1860. 
The believers in the gold standard no longer have to limit their 
confessions of faith to the closet and family hearth, or at best 
the ear of a friend at the club; an encouraging evidence of 
growth in common-sense and righteousness. For a long 
time we hardly dared look the facts in the face, much less 
breathe them aloud; a “dollar as good as any other dollar” was, 
financially, our swmmum bonum. Now, the Secretary of the 
Treasury on the one hand, and on the other a committee of men 
of weight and distinction, representing every section of the 
country, join in declaring that we have and must maintain the 
gold standard, and thereby establish and strengthen the 
national credit at home and abroad. 

Any analysis of a scheme for reform, involving many and 
serious changes, may well start with the endeavor to determine 
from what side the author approached his plan, to learn if he 
holds a brief for any opinion or system which may throw light 
on his whole course of reasoning or procedure. Without mak- 
ing distinct avowal thereof, Secretary Gage leaves no room 
for doubt as to the shape in which the problem presented itself 
to his mind. To “strengthen the credit of the United States 
both at home and abroad,” and to “strengthen the Treasury 
in relation to its demand liabilities; these are confessedly his 
aims in proposing the changes embodied in his bill. That the 
nation’s credit and its public purse should be the chief objects 
of the solicitude of our public officers, is what we may expect 
and demand; but the fact has in this case had too scant 
recognition. 

The Monetary Commission, on the other hand, hold, and 
profess to hold, a definite brief from the Indianapolis Monetary 
Convention, which is clearly stated at the opening of their 
report. They there set forth certain principles which they have 
accepted, both as embodying the instructions under which they 
were appointed and because approved by their own judgment, 
which may be thus summarized; the maintenance of the gold 
standard, the gradual retirement of all United States notes and 
the establishment of a banking system which shall furnish a 
safe, elastic and adequate circulation. As compared with the 
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avowed aims of Secretary Gage, their scheme is obviously 
much the wider one. 

One point, however, may be fairly considered in explanation 
of the differences just noted. The Secretary of the Treasury, 
surrounded as he is by the members of both Houses of Con- 
gress and in close touch with their leaders, has kept more 
constantly before him the desirability of producing a measure 
which might hope for speedy passage. All plans for currency 
reform have perforce their political side; requiring legislative 
enactment to become effective, they must be constructed with 
some regard to the possibility of such enactment. And to 
this side of the question the Secretary has evidently given 
more attention than the Monetary Commission. It may be 
that he is mistaken and that the one bill could be passed as 
easily as the other; but the fact is easily established, apart from 
all a priori inferences, by the Secretary’s unwillingness to pro- 
pose cancellation of any of the United States notes, and by the 
provisions in the Monetary Commission’s bill calling for the 
payment by the Treasury of gold coin for silver dollars and 
giving the Secretary of the Treasury authority to sell silver 
bullion for gold. Each one of these questions must, sooner 
or later, come up for answer; but Secretary Gage evidently 
believes either that the answer may be deferred or that under 
the new conditions established by his bill the answer will find 
itself. 

Let us look now at the plans themselves in detail, to deter- 
mine what they aim to accomplish and how far these results, 
if accomplished, may be expected to prove beneficial. 

Both plans propose the immediate establishment of a separate 
division in the Treasury department, to be known as the divi- 
sion of issue and redemption (Gage bill, Sec. 1; Monetary 
Commission’s report, Secs. 7, 8, 9); and for the transfer to such 
division of certain moneys, coin and bullion now held in the 
general funds of the Treasury department. But the make-up 
of these two funds, and the purposes for which they are to be 
used, are not identical. Under the Gage bill there are to be 
transferred to this new division ‘one hundred and twenty- 
five millions of dollars in U. S. gold coin and bullion, and such 
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further sums of standard silver dollars and silver bullion pur- 
chased under the act of Congress approved July 14, 1890, as 
shall equal the silver certificates and treasury notes of 1890 
outstanding on the date when this act shall take effect.” 

The last clause is not, at first sight, clear; by the words “as 
much silver bullion . . . as shall equal the treasury notes 
of 1890” are we to understand as much bullion as will make, 
when coined, a number of dollars equal to the total amount of 
treasury notes; or all the uncoined bullion to purchase which 
the treasury notes were issued? Obviously, it cannot mean 
silver bullion equal in market value to the amount of the 
treasury notes, for the bullion is notoriously worth much 
less. In his evidence before the House Committee, however, 
the Secretary seems to propose turning over all the uncoined 
bullion purchased with treasury notes. 

Under the plan proposed by the Monetary Commission the 
division of issue and redemption is to receive and hold (Sec. 8) 
“all gold coin held against outstanding gold certificates, all U. 
S. notes held against outstanding currency certificates (certifi- 
cates of deposit for legal tenders), all silver dollars held against 
outstanding silver certificates, and all silver dollars and silver 
bullion held against outstanding treasury notes of 1890—and 
the funds deposited with the Treasury for the liquidation of 
national bank notes.” There is further provision (Sec. 9) for 
the transfer to it, as a reserve, from the general fund of the 
Treasury “of an amount of gold, in coin, and bullion, equal to 
25 per cent. of the aggregate amount of both the U. S. notes 
and treasury notes of 1890 outstanding, and a further sum in 
gold equal to 5 per cent. of the aggregate amount of the 
coinage of silver dollars.” We could wish a definition of the 
word “outstanding,” whether it is meant to include notes issued 
but held in the treasury; assuming, however, the larger amount, 
the deposit of gold under this last provision would be about 
136 millions, viz.: 25 per cent. of 456 millions (346 millions U. 
S. notes and 110 millions treasury notes) and 5 per cent. of 452 
millions; a total but little larger than that called for by the 
Gage bill. 

But the differences are worth examining carefully. There are 
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three funds which the plan of the Monetary Commission turns 
over to the new division, while the Gage bill leaves them in the 
general funds of the Treasury, viz.: the gold coin held against 
gold certificates, the U. S. notes held against certificates of 
deposit for legal tenders and the funds deposited for the liquida- 
tion of national bank notes. And the Commission’s plan is, in 
this respect, unquestionably the better one. As to the gold 
certificates and the certificates of deposit for legal tenders, the 
Treasury is essentially a warehouseman; for gold certificates it 
gives back gold on demand, for currency certificates the identi- 
cal legal tenders deposited. Such deposits should not appear 
in the Treasury’s general assets, even though offset by corre- 
sponding liabilities. With the fund deposited by the national 
banks for the liquidation of their notes the case is even stronger. 
The fund is a trust fund, to retire circulation for which the banks 
have not ceased legally to be responsible, although they have 
paid into the Treasury dollar for dollar to cover it; and it is 
most dangerous bookkeeping which classes this fund among the 
general assets of the Treasury. 

Under the plan of the Monetary Commission (Sec. 15), both 
the gold certificates and currency certificates are to be retired 
and not reissued. As to the former, their recommendation is 
wise in any event. The Treasury at present simply stores gold 
for the benefit of others, without consideration. With the 
currency certificates the question is somewhat different. The 
Treasury, in effect, converts its own small notes into large ones, 
at a time when small notes are burdensome, and reconverts the 
large notes when small ones are needed. As consideration the 
Treasury thereby keeps out its notes instead of having to 
redeem them, a fair guid pro quo; but if there are no U. S. notes 
issued of less than $10, as proposed in the same plan, the need 
will disappear and the recommendation prove wise as doing 
away with one form of paper money. 

It may further be noted that the plan of the Monetary Com- 
mission provides that all the operations of redeeming national 
bank notes shall be conducted by this division, under a separate 
system of accounts. It is possible that the same practice would 
result under Secretary Gage’s bill; but it is not specifically 
provided for, and in so far the bill seems defective. 
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iF In prescribing the duties of the new division of issue and 
) redemption in the matter of the redemption of the various forms 
re of currency, the plan of the Monetary Commission is clearly in 
ER advance of the Gage bill in the definiteness and precision with 
‘ By which it lays down the functions of the division; the difference 
| Me between the two in this respect is probably much greater than 
ae would be the difference of results in actual operation. Secre- 
Y o tary Gage contents himself with providing that “all U. S. notes, 
be treasury notes of 1890, and silver certificates . . . shall be 
What redeemed . . . in accordance with the terms of existing 
; ‘i law.”” Nowthe Secretary of the Treasury knows better perhaps 

H than anyone that “the terms of existing law” are not so clear and 
| universally accepted as might be desired. That the holder of 


U. S. notes may, under existing law, demand their redemption 
in gold, is very generally accepted; that the holder of treasury 
notes of 1890 may demand redemption in gold, it being 
expressly stated on the contract that they are payable “in coin,” 
is a claim which finds considerable opposition; that the holder 
of silver certificates may demand gold therefor, is a proposition 
, which very many would deny, unless such payment could be 
f clearly shown to be called for under the clause of the act of 
a July 14, 1890, declaring it to be “the established policy of the 
United States to maintain the two metals on a parity with each 
other upon the present legal ratio.” Evidently, then, the 
. present state of the law, despite consistent and sound practice 
H on the part of our administrations, leaves much to be desired; 
the most vital point in our whole present financial system is at 
the mercy of an administration or even of a single member 
thereof. The sobering effect of such responsibility has been 
amply proven in the past; but few would hold that past prac- 
tice alone is an adequate guarantee for the future. 

To this Secretary Gage might reply that should his bill 
become law the present uncertainty would in effect disappear; 
it would be a stage in our journey lying behind us, just as one 
must cross the equator in going from New York to the Cape 
of Good Hope, whether one wish to or not. And most 
; probably he would be right; but the difference between the two 
plans is to be noted none the less. 
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In their provision for the treatment of the notes when 
redeemed, the two plans differ im toto. The Gage bill provides 
(Sec. 2) that the notes and certificates, when redeemed from the 
redemption fund, “shall be held in and constitute a part of said 
fund, and shall not be withdrawn from said fund nor disbursed 
except in exchange for an equivalent amount of the coin in 
which said notes or certificates were redeemed.” The plan of 
the Monetary Commission provides (Sec. 14) that “U. S. notes 
or treasury notes once redeemed shall not be paid out again 
except for gold coin;” but with two important further provi- 
sions, first, in Section 18, that the division of issue and redemp- 
tion “shall, on demand, pay in gold coin all U.S. notes and 
treasury notes presented for payment, and as paid cancel the 
same up to the amount of $50,000,000”; with further provision 
looking to the ultimate redemption and cancellation of the 
whole amount within not less than ten years; second, in Section 
14, that under certain conditions the Secretary of the Treasury 
is authorized to invest any accumulation of notes in the division 
of issue and redemption which cannot lawfully be cancelled, in 
bonds of the United States for this benefit of the redemption 
fund. It is fair to add that from this last provision one member 
of the Commission dissents; with good reason, in the writer’s 
judgment. To grant such authority would mean to bring the 
Secretary of the Treasury into the money market as an 
important factor at critical stages, to call in government aid to 
alleviate conditions due usually to over-speculation. If such 
authority were never to be used it is idle to grant it, and to use 
it would be unsound and dangerous. 

Between these two propositions, also, the apparent difference 
is doubtless greater than would be found in practice; either one 
marks great advance over existing conditions. The Gage bill 
says nothing about cancelling the government notes; they are 
to be kept as it were in cold storage and paid out on deposit of 
coin alone. The danger from the existing government notes 
is no greater, so long as they are safely locked up, than if they 
were burnt or macerated. But the notes will still exist, con- 
tinuing the greenback tradition and lending a show of reason 
to the still living belief that the more government promises to 
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pay we have the better off we are; and the notes, as an apparent 
fund of money, are within reach of legislation. Here is obvious 
and decided dager, to be avoided at the outset, if possible; and 
this the Monetary Commission sets out to do. 

The plan of the Monetary Commission provides (Sec. 10) 
for the maintenance of this gold reserve in two ways, by the 
transfer of surplus revenue from the general funds of the 
treasury and by the sale of gold bonds, bearing interest not 
exceeding 3 per cent., payable in twenty years but redeemable 
after one year. There is no similar provision in the Gage bill; 
but there is authority under existing law to sell bonds for gold 
for resumption purposes, and it is not conceivable that such 
gold will be needed under the terms of the bill, as will appear 
later. 

Thus far, we have considered features of the two plans which 
are in large measure similar; for the rest the differences are 
greater and more marked. In the means proposed for with- 
drawing certain classes of circulating notes, we find substantial 
agreement; not so in the substitutes provided or in the method 
of providing them. 

We may note first that the Gage bill proposes (Section 3) a 
refunding scheme, to be applied to a certain portion of the 
bonded debt of the United States, of which no trace appears in 
the plan of the Monetary Commission. It lies properly outside 
the scope of the latter’s inquiry; but it has an intimate connec- 
tion with the Secretary’s plan for note issues and must therefore 
be considered. Briefly, it authorizes the Secretary of the 
Treasury to issue two and a half per cent. bonds, redeemable at 
the pleasure of the United States after ten years, payable 
principal and interest in gold coin; and to give such bonds in 
exchange for outstanding bonds maturing in 1904 and in 1907, 
amounting in all to about 659 millions, provided that in the 
exchange the old bonds shall be valued not higher than on a 
two and a half per cent. basis and that the new bonds shall be 
valued at not less than par. It may be questioned in passing 
if the Secretary would not have done well to insist upon an 
exchange value for the old bonds not higher than a three per 
cent. basis; for the gold clause the holders might well be willing 
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to surrender one-half of one per cent. As a refunding measure 
this plan has much to commend it. The annual saving in the 
interest charge would be offset by an addition to the principal, 
to be met when the debt is paid; but at one stroke we should 
have placed about four-fifths of our bonded debt where we need 
never be called upon to pay more than two and one-half per 
cent. interest. As the old loans must run at four and five per 
cent. respectively, if not paid or refunded at maturity, and as the 
proposed new loan may be refunded after ten years if desired, 
the proposition as a financial one is sound and desirable. 

But Secretary Gage’s plan for the issue of bonds is not simply 
and solely a refunding scheme, looking to the substitution of 
low rate for high rate bonds and the use of the former by the 
banks as a deposit to secure circulation, which they are to 
receive up to the par value of the bonds. He proposes (Secs. 
5 and 6) to allow national banks under certain conditions to 
deposit U. S. notes, treasury notes or silver certificates with the 
Treasurer of the United States and receive in return therefor 
their own circulating notes to an identical amount; provided 
that the total of all government notes thus deposited shall not 
exceed two hundred millions of dollars; and later to issue 
further two and one-half per cent. bonds identical with 
those already described and charge these against the money 
deposited by the banks at the market price—not less than par; 
such bonds to become security for the notes issued to the 
depositing banks and the money which they have previously 
deposited to be covered into the division of issue and redemp- 
tion in the shape of U. S. notes. 

In its essence this proposition is simple. The U. S. 
Treasury, should it be carried out, will have funded two hundred 
millions of its U. S. notes, or “greenback” debt, in two and a 
half per cent. gold bonds; but this funding will be done only as 
fast as bank notes take the place of the U. S. notes and no 
faster. Thereby all contraction of the currency will necessarily 
be avoided. It is of course conceivable that the banks might 
in the future sell their bonds and retire the circulation with the 
proceeds; but such contraction, if it took place, would be right 
and desirable, as the only reason why a bank should retire its 
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circulation would be because it was excessive and could not be 
kept out in profitable use. But the change in the position of 
the Treasury in the matter of the relation of its demand liabili- 
ties to its reserve would be great and salutary. Of the 346 
millions of U. S. notes outstanding, 200 millions would be 
locked up in the division of issue and redemption, which would 
have, under Sec. 1 of the Gage bill, a gold reserve of 125 
millions, to redeem the other 146 millions of U. S. notes and the 
110 millions of treasury notes, a reserve of almost 50 per cent. 
That this would be amply adequate, few who have experience 
in such matters will hesitate to believe. 

We may properly ask, how the silver certificates are to be 
treated under this plan; and it must be admitted that there is 
no plain and unmistakable answer to our question in the bill 
itself. So far as the writer is aware, there has never been a 
direct demand for the redemption of these certificates in gold; 
they have been treated as warehouse receipts, entitling the 
holder to silver dollars which have been stored for his benefit. 
They have been kept at a parity with gold by the fact that the 
Treasury receives them at par in payment of debts due to itself, 
whether paid at Washington or at the various sub-treasuries. 
Secretary Gage, in his bill (Sec. 2), provides simply that they 
shall be redeemed “in accordance with the terms of existing 
law’; but in his testimony before the House Committee it is 
evident that he contemplates the possibility of having to redeem 
them in gold. This being so, it is strange that he does not 
make the same recommendation as to the silver certificates as is 
made by the Monetary Commission (Sec. 13d, and Sec. 17); 
viz: that silver certificates shall be issued hereafter only in 
denominations of $1, $2 and $5, and that no U. S. note or 
treasury note “of a denomination less than $10 shall hereafter 
be issued.” (Both plans, be it said, provide that no bank notes 
shall be issued of a denomination less than $10.) Now there 
are more than 350 millions of dollars in circulation in notes of 
$5 and under, of which only about three-sevenths are silver 
certificates. If silver certificates were substituted for the 
remaining 200 millions, 75 per cent. of the silver certificates 
would be in a form and use which would preclude their coming 





1 
' 
' 
| 
d 





1898 | Two Plans for Currency Reform. 61 


in for redemption in gold. For small bills of $5 and under are 
not used by the exporter, who must have gold for shipment; he 
cannot get them in sufficient amount nor would he take them 
if he could. The physical impossibility of either collecting or 
handling millions of dollars in small notes would completely bar 
all danger of such redemptions; only a silver panic would 
bring them in, and that could not arise with the gold standard 
assured. It is easy to talk glibly about the danger of all the 
silver certificates being presented for redemption at once; 
practically it would be quite as easy to bale out New York 
harbor with a teaspoon. 

The nature of the causes which may produce gold with- 
drawals seems often to be wofully misunderstood. The Bank 
of England is subject to constantly recurring periods when gold 
is demanded for export. Such demands cannot be called, per 
se, either good or bad; they are evidence of certain financial 
and monetary conditions, just as the reading of the ther- 
mometer is evidence of the temperature of the air about the 
bulb. And we have in this country note redemptions and gold 
withdrawals of exactly the same character. But the alarming 
withdrawals in 1894 and 1895 were totally different; in them 
the prominent element was fear—fear that the gold supply 
would be inadequate, that the Treasury would not use the only 
means it had to protect itself, and that the silver basis which 
many openly desired might be brought upon us after all. But 
with the gold standard established and proclaimed, either 
avowedly as in the plan of the Monetary Commission, or by 
indirection, as in the Gage bill, that cause for gold withdrawals 
would disappear. The question is not to provide a reserve to 
cover the impossible and inconceivable—we might as well 
expect banks to keep enough cash on hand to pay all their 
deposits—but a reserve wholly separate from the ordinary 
receipts and disbursements of the Treasury and adequate to 
meet real demands, with a distinctly large margin of safety. 

We have seen, then, that the Gage bill reduces the demand 
obligations for which the Treasury may be called upon to 
furnish gold, by funding them to an account not exceeding 200 
millions, the details of the funding process being so arranged 
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as to prevent wholly the possibility of any contraction of the 
currency in the process. With this we may now compare the 
plan of the Monetary Commission. 

In the introduction to their report they express a wish “to 
avoid the issue of interest-bearing bonds, except in case of 
unlooked for emergency”; but they make provision to “confer 
the power to issue bonds when necessary for the preservation 
of the credit of the government.” But the same power already 
exists, it should be said, under the provisions of the resumption 
act of Jan. 14, 1875. The plan of the Monetary Commission 
enlarges this power only in providing for the issue of bonds 
“bearing interest not exceeding 3 per cent., running twenty 
years, but redeemable in gold coin, at the option of the United 
States, after one year.” These bonds are to be issued solely for 
the purpose of maintaining the redemption fund and the pro- 
ceeds are to be paid into the division of issue and redemption. 
Specific injunction is further laid upon the Secretary of the 
Treasury (Sec. 10) to maintain the gold at such sum “as shall 
secure the certain and immediate redemption of all notes and 
silver dollars presented, and the preservation of public con- 
fidence”; the Gage bill contains nothing similar to this. 
Doubtless because, in the first place, it was not thought that 
the redemption fund would need replenishing, and besides, in 
the event of an unexpected crisis, the present power to sell 
bonds was considered ample. 

The remaining features in the two plans which invite com- 
parison are those looking to changes in the laws now governing 
the issues of notes by banks. We shall again do well to look 
first at the introductory statements of the respective authors. 

Secretary Gage thus states his aim: “to take an initial step 
toward a system of bank-note issues without the conditional 
deposit of public bonds therefor,” his expressed belief being 
that the public debt of the United States should be gradually 
reduced and finally extinguished; in which event, if there be 
any bank-note issues whatever, they must be on a different basis 
from the present. 

The Monetary Commission (Secs. 3, 4 and 8) aim “to pro- 
vide a paper currency convertible into gold and equal to it in 
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value at all times and places,” adequate to the general and usual 
needs of business, but capable also of growth and elasticity, 
adjusting itself automatically and promptly to all variations of 
demand, whether sudden or gradual; and “to accomplish these 
ends by a plan which would lead . . . by gradual and 
progressive steps, without shocks or violent change, to a 
monetary system which will be thoroughly safe and good.” A 
wider and perhaps vaguer aim; but so far as statement of 
purpose goes, Secretary Gage and the Monetary Commission 
are, we may Safely say, in substantial accord. Both would 
agree that the present position of the Treasury, in the matter 
of its demand liabilities, is precarious, that it has given rise to 
grievous trouble in the past and that the recurrence of similar 
trouble in the future is in no wise impossible; that a system of 
banking currency may be perfectly safe, and if safe, vastly more 
beneficial to the country at large than a system of government 
notes like the present. The differences between the two plans, 
however considerable, are rather differences of method and 
pace than of aim and belief. 

The Gage bill provides for the continuance of the method, 
whereby national banks are allowed to issue notes secured by 
pledge of U. S. bonds, substantially as at present; but circula- 
tion may be issued up to the face value of the bonds, the tax 
on this circulation is reduced by one-half, certain unwise restric- 
tions on the freedom of the banks in issuing and withdrawing 
circulation are removed and the redemption fund which the 
note-issuing bank must maintain is doubled. There is, more- 
over, no provision looking to the gradual and ultimate with- 
drawal of this kind of circulating notes. But in addition to 
these secured notes a tentative step is taken further in the 
direction of notes secured only by the general assets of the 
issuing bank. Any bank which has deposited U. S. bonds— 
or notes or silver certificates to be converted into bonds—to 
the amount of fifty per cent. of its capital, may issue unsecured 
notes to the amount of twenty-five per cent. of such deposit, 
such additional circulation to be a first lien on all the remain- 
ing assets of the bank and the bank to pay on this portion of 
its circulation a special tax of two per cent. per annum. Here, 
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; y then, is a provision for a modicum of banking currency, which 
r at first sight seems like a patch of new cloth on an old garment. 
But the analogy is only specious; even if, as a matter of bank- 
a ing theory, it may be fair to say that if the one system of note 
issues be wise the other can hardly be. What we have to face 
* now is a definite condition; the worse that condition is shown 
+ to be, the slower perforce must be the recovery, and the more 
i uncertain and dangerous would be the operation of extreme 
and violent remedies. We have grown accustomed, by the 
| practice of a generation, to bank notes which every one believes 
iF have at least the merit of safety. Inadequate and faulty as such 
y a system of note issues may be, the note-issuing banks and the 
f note-using public cannot change their practice ina day. If the 
ie, Gage bill be deemed feeble and unsatisfactory in this point—an 
opinion which the writer would share—its gravest defect is that 
it makes no provision for the gradual elimination of the old 
system, not that it introduces something new. 

The safety of this new provision cannot reasonably be ques- 
tioned. The leading argument against any system of banking 
currency, i. e. notes secured by the general assets of the issuing 
i banks, is that it opens the door to a dangerous inflation. The 
door is already open, it may be said in passing, to an equally 
dangerous inflation by loans and book credits; but this is apart 
from our present discussion. No one can claim that the possi- 

bility of any dangerous inflation is concealed in the provisions 

of the Gage bill. The highest possible total bank circulation 

could only equal the capital of the banks, approximately 631 

millions (Report of Comptroller, 1897, p. XIX); the highest 
} possible unsecured circulation would be reached if the banks 
were to take out secured circulation to the amount of 80 per 
cent. of their capital and unsecured circulation to the amount of 
20 per cent., say 504 and 126 millions respectively. And to 
reach this amount of unsecured circulation the banks would 
: have to increase their secured circulation 150 per cent., the 
f present amount being only about 203 millions. Any such 
. enormous addition to the secured circulation could only be 
made after a considerable lapse of time. 

The remaining provisions of the Gage bill bearing upon bank 
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note issues aim to expedite the process of redemption. No 
notes are to be issued of less denomination than ten dollars; 
notes are to be redeemed at the sub-treasury in New York, and 


the Comptroller may designate other sub-treasuries for the 


same purpose. As is well-known, the smaller the denomina- 
tion of the note, the less likely it is to be presented for redemp- 
tion until worn out; while the fact that they can have notes 
redeemed near home will doubtless induce banks to send in 
notes which they do not care to ship all the way to Washington 
as at present. 

The essential features of the plan of the Monetary Commis- 
sion are as follows. 

The total issues of any national bank shall not exceed the 
amount of its paid-up and unimpaired capital, exclusive of so 
much thereof as is invested in real estate. The exception is 
important and wise. All who have experience will agree that 
real estate is not fit security for an issue of demand notes. The 
exception is doubtless meant to cover both real estate held for 
banking purposes and that taken as security for debt, in other 
words the two items in the national bank returns to the 
Comptroller headed “Banking house, furniture and fixtures” 
and “Other real estate and mortgages owned.” But in the 
return of Oct. 5, 1897, these two items amounted to a total of 
108 millions upon a total capital of 631 millions, or about 17 
per cent.; in so far the total possible note issue is less than that 
possible under the Gage bill. Further, it is provided that up 
to an amount equal to 25 per cent. of the bank’s capital stock 
its notes shall be secured by bonds at 95 per cent. of their 
market value. This would call for a secured circulation of 
about 158 millions, or three-quarters of the amount of the 
present secured circulation. But it is provided that after five 
years the amount of bonds required to be deposited shall be 
reduced each year by one-fifth; thereby bringing to an end 
the compulsory deposit of bonds ten years after the passage 
of the act. The remainder of the authorized notes—to the 
amount of 75 per cent. of the paid-up and unimpaired capital, 
exclusive of the amount invested in real estate—may be issued 
against the general assets of the banks, subject, however, to a 
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tax of 2 per cent. per annum, payable monthly, on notes in 
excess of 60 per cent. of the bank’s capital, and to a tax of 6 
per cent. on notes in excess of 80 per cent. of its capital. 

A guaranty fund is provided by requiring all banks, before 
receiving circulation, to pay into the Treasury in gold coin 5 
per cent. of the circulation to be received; from this fund are to 
be paid the notes of failed banks and any sum thus paid is to be 
collected from the assets of the bank. If this latter cannot be 
done, the Comptroller is authorized to assess all banks in pro- 
portion to their outstanding notes a sum sufficient to make 
good the 5 per cent. guaranty fund. 

A redemption fund of 5 per cent. is required as at present, 
with a provision for the establishment of additional redemp- 
tion agencies. 

A franchise tax of one-eighth of I per cent. on capital, 
surplus and undivided profits, is also proposed; this is new 
both to the present law and to the Gage bill. The collusive 
transfer of stock within sixty days before the failure of the bank 
is prevented by a provision making the original holder liable 
for all calls on such shares in the event of failure. 

The above sets forth the essential features of the two plans in 
the matter of bank note issues; it remains to compare and 
criticize, if need be. 

The Gage bill both provides for and encourages an increase 
in the amount of notes secured by pledge of U. S. bonds, by 
authorizing an issue of funding bonds not exceeding two hun- 
dred millions and by offering the privileges of issuing unsecured 
circulation to those banks which shall have taken out secured 
circulation to the extent of half their capital. The plan of the 
Monetary Commission, on the contrary, allows an immediate 
reduction of the secured circulation and looks to its complete 
disappearance in ten years. The temporary character of the 
former plan is evident, especially in view of Secretary Gage’s 
own statement that the public debt ought to be gradually 
reduced and finally extinguished. We may neglect the ques- 
tion of political expediency, which we saw at the outset 
undoubtedly influenced the form of the Gage bill and ask which 
is the sounder and wiser economically, the short tentative step 
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in the direction of a banking currency taken by Secretary Gage 
or the longer and more pronounced one of the Monetary Com- 
mission. Into the ultima ratio of a banking currency, a discus- 
sion of its theory, the writer does not propose to enter. We 
will assume, on the contrary, as is done by the authors of both 
plans, that such a currency, in some form and to some extent, 
is both safe and desirable; which measure is the better practical 
one to attain it? 

Under the Gage bill the Treasury guarantees such currency 
to the holder; he is therefore as secure against loss as he is now. 
And the Treasury cannot lose; the total amount of such 
currency possible under present conditions would be less than 5 
per cent. of all the assets of the banks, to say nothing of the 
guaranty fund derived from the annual tax of 2 per cent. It 
is more probable that but little unsecured circulation would be 
taken out at all, as a bank must first invest half its capital in 
bonds before it can take out any unsecured circulation what- 
ever. If that be the case, such unsecured notes would come 
into being only as an emergency currency in times of stress, 


* thereby becoming, in a sense, legalized clearing-house certifi- 


cates in small denominations. Perhaps that is the Secretary’s 
intention; at all events it must be noted that under normal 
conditions and present interest rates no large issues of such 
currency could be looked for. 

The Gage bill, therefore, cannot be said to take any real step 
towards a banking currency, and it fortifies and increases 
greatly in amount the existing secured note circulation; with- 
out providing in any way for its gradual decrease and with- 
drawal. The measure of relief which it would furnish the 
Treasury would be great and salutary; to the community and 
the banks, except in so far as the Treasury’s welfare is their own, 
it offers little or none. 

The Monetary Commission make their own argument 
(Report, pp. 27ff.) as to the safety of the unsecured currency 
proposed in their plan. To this the doubter may be referred; 
it is, in general, sound and cogent. Still, there are questions 
which may honestly be raised—questions suggested rather by 
habit and sentiment than by intrinsic reason, but yet worthy 
to be reckoned with. 
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It is an essential of a good banking currency that the notes 
shall go home for redemption promptly and speedily when not 
needed. But our present bank note circulation, when sent in 
for redemption, is usually put out again by the issuing bank as 
soon as possible, without much regard to the conditions of the 
market. The causes which lead a bank to increase or retire 
its circulation are to be sought in the market price of U. S. 
bonds rather than the demand for currency. If bonds are 
thought temptingly low, the bank buys and takes out circula- 
tion in the hopes that the notes may bring in a tiny secondary 
profit; if bonds seem high, the bank reverses its operation. 
The movement of such notes is therefore sluggish and the 
increase or decrease is not necessarily connected with the 
fluctuations in the demand for circulating notes. In Canada 
the high point of note issues each year is about 20 per cent. 
greater than the low point; a state of things unknown with us. 
Will our banks change their practice under changed conditions, 
sending home their neighbor’s notes speedily and keeping their 
assets liquid against the return of their own notes? The 
obvious answer is that the notes must go home, that the self- 
interest of the several banks will of its own accord compel it, 
each bank seeing that the notes of its neighbor fill a place and 
meet a demand which its own notes might otherwise take up. 
But there may seem to be room for question whether this 
necessary change in practice, so indispensable to a sound and 
healthy banking currency, will be made at once and completely 
by the banks. The fact that the circulating notes will be of 
larger denominations than at present will do much to aid in 
bringing about speedier redemptions; and, altogether, the 
objection probably has sentimental rather than real and 
practical weight. 

Another factor may justify some uncertainty as to the opera- 
tion of the plan of the Monetary Commission. At present, 
though the national banks may properly be said to guarantee 
the whole national bank note circulation, inasmuch as they are 
required to receive such notes in discharge of debts due them, 
the bond security upon which the notes are issued deprives 
such guaranty of all the nature of a burden. With notes issued 
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against banking assets the case will be different; besides the 5 
per cent. guaranty fund which must be paid in, each bank is 
liable to be called on for an indefinite sum to make that fund 
good. Examined carefully in the clear light of figures and 
past facts, any fear which may arise on this score is plainly 
baseless; but it is to be regretted that the Canadian system was 
not followed in this respect, limiting the additional liability to 
a definite sum—in Canada one per cent. per annum of the 
amount of their circulation. A sentimental fear, though 
groundless, might act at the start as a deterrent in keeping out 
the very banks which from the prudence and conservatism of 
their management are the ones best qualified to issue notes. 

Strong objection is raised to the plan of the Monetary Com- 
mission, even by advocates of the gold standard, on the ground 
that it is an inflation measure. Careful examination will not 
justify this contention. The highest conceivable addition to 
the circulation—assuming the capital of the banks to be 
unchanged—would be an amount equal to the difference 
between the present secured circulation—say 200 millions—and 
the capital Jess real estate investments—say 520 millions—or 
about 320 millions. But the tax of 6 per cent. on circulation in 
excess of 80 per cent. of the capital will entirely preclude the 
issue of such excess in normal times. Further there is specific 
provision for the immediate cancellation of U. S. notes and 
treasury notes, when redeemed, up to the amount of 50 
millions; for the further cancellation from time to time of such 
notes, when paid, in amounts equal to the increase in national 
bank notes; and for the complete retirement and cancellation of 
all such notes within ten years after the passage of the act. 
Now assuming the possibility of a temporary inflation at the 
outset, we may look for a rise in prices accompanied by an 
increase of imports and a reduction in exports leading ulti- 
mately to gold shipments. But notes presented then for gold 
must be cancelled when redeemed, not held to be paid out again 
as now, thereby reducing, pro tanto, the amount of currency 
in excess. 

A sudden inflation, too, can be brought about only by all the 
banks rushing in and taking out circulation to the full extent 
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allowed by law; but this is, in the nature of things, impossible. 
Timidity, and not rashness, is the general characteristic of bank- 
ing methods, especially in the face of new and untried condi- 
tions. If there be any reason for apprehending that the banks 
would not all take out circulation under the plan, there can be 
no fear of undue inflation; the two are mutually exclusive. 

There are three points to be covered by any financial legisla- 
tion which aims to be sound and thorough; first, it must 
remove doubt as to the standard of value in the United States; 
second, it must ensure the absolute safety of the Treasury in the 
matter of its demand liabilities, and, third, it must provide a 
better bank note currency, the relative importance of these 
requisites being in the order stated. 

As to the first, either of our two plans is adequate and ample. 
We should cease to be the only civilized nation on earth that 
clings in terms to what it has discarded in practice and pays for 
the privilege with impaired credit and ever recurrent spasms 
of financial distress. As to the second, the treasury is secured 
under either plan; but the Gage bill provides for the continued 
existence of the worst legacy of the civil war, the “greenback” 
debt, a legacy with which our fathers never intended to burden 
us. As to the third, the Gage bill errs on the side of conser- 
vatism and safety; the plan of the Monetary Commission goes 
much farther afield in the line of experiment, without abandon- 
ing, however, the solid basis of established practice and sound 
inference. 

Neither measure is likely to solve our financial questions 
perfectly and for all time; we have not reached the stage in our 
evolution when ideal measures can spring at once from human 
brains. Neither measure is likely to be passed in form; at this 
very writing comes the report of a third plan prepared by the 
Committee of the House on Banking and Currency. Possibly 
this last may be the best of the three; but if so, it will be because 
the others preceded it, in which case their work will have 
been done. 

We have returned to our original proposition, to wit; that, 
however slow and disappointing the progress of currency 
reform may seem, a review of the advance already made 
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must be reassuring. The present din and uproar seems fatal to 
sober thought; we are berated for our sluggishness and hesita- 
tion about rushing into a senseless war by leaders many of 
whom would pay the cost of that war by “coining a vacuum” 
or issuing more greenbacks. If true patriotism consists in 
striving for our country’s good, not in frothy and maudlin 
mouthings under the plea of suffering humanity abroad, to 
which at home we turn a deaf ear, the work of currency reform 
is no mean task for the patriot; and honest effort to that end 
has its reward. 
ALFRED L. RIPLEY. 


Boston, April 10, 1898. 
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THE CONCENTRATION OF INDUSTRY IN THE 
UNITED STATES. 


HE chief mission of the student of economic conditions 

is to investigate social changes that are taking place, 
and point out their influence upon the welfare of society. 
Among these changes there are certain movements which it is 
only possible to measure by the use of statistical methods. It 
is well known by economists that a profound transforma- 
tion in the organization of industry is now taking place in all 
the leading manufacturing countries. The régime of household 
production has given place to the factory system. The individ- 
ual teamster has been supplanted by the transportation com- 
panies. This transition has now advanced to the second stage, 
where the smaller enterprises are being eliminated, and the 
prosecution of industrial work concentrated in large establish- 
ments, and relatively fewer hands. In no country is this move- 
ment more pronounced than in the United States, and in no 
country can its course, untrammelled as it is by old customs and 
prejudices, be studied with better advantage. It is our pur- 
pose, therefore, as far as statistical material will permit, to show 
the character of recent changes in the organization of industry 
in this country, the extent to which they have already pro- 
gressed, and, finally, to discuss some of the more important 
consequences that result from them. 

In order to show the extent to which industry is being con- 
centrated in fewer but larger establishments, it is desirable to 
have information showing, for as long a time as possible, the 
number of establishments in each industry, the number of 
employés in each establishment, and the value and quantity of 
the product of each. To fully bring out #the\ significance 
of the movement it is necessary to know, not only the 
average size of all establishments, but the number of establish- 
ments of each size. The bare statement that the number of 
employés per establishment is a certain number, is of value, but 
it is more important to know the number of establishments 
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employing less than 10 hands, the number employing from 
10 to 19, etc. Thus, for example, if there were five establish- 
ments employing two persons each, and one establishment 
employing 590, the average number of employés per concern 
would be 100, while in reality fifty-nine sixtieths of all 
employés are employed in establishments with 590 employés. 
Unfortunately the material collected in connection with the 
various censuses has not been presented in such a way as to 
enable us to obtain this information. We are therefore forced 
to content ourselves with information showing only the average 
importance of industrial enterprises. Though the information 
here afforded is thus not as complete as is desired, it is yet suffi- 
ciently full to show the general features of the movement we 
are considering. 

A manufacturing establishment, according to the definition 
of the census, is any place in which products are manufactured 
during the year to the value of $500. The census figures, 
therefore, can fairly claim to include all work at all deserving 
of the term manufacturing. Owing to the fact that the 
changes in the methods of manufacture have necessitated 
changes in the classification of industries, it is not feasible to 
attempt to carry our inquiry back to the ninth census, 1870. 
In the following brief table is shown, for all manufacturing 
industries combined, the number of establishments, the number 
of employés and the value of their product, as reported at each 
census, 1870, 1880 and 1890, with a calculation of the average 
number of employé; and value of product per establishment. 


Per establishment : 


Year. Establishments. Employees. Product. Employees. Product. 
1870 252,148 2,053,996 $3,385 ,860,354 8.15 $13,428 
1880 253,502 2,700,732 5,349,191,458 10.66 21,101 
1890 322,638 4,476,884 9,056,764,996 13.88 28,071 


From this table it will be seen that, while the number of 
establishments increased scarcely at all during the decade from 
1870 to 1880, or but 0.54 per cent., the number of employés 
increased 31.49 per cent., and the value of the product 57.79 
per cent., and that while the number of establishments increased 
from 1880 to 1890 but 27.27 per cent., the number of employés 
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and the value of the product increased over twice as fast, or 
65.77 and 69.31 per cent. respectively. 

This table, however, is of value only as showing the most 
general features of the problem. There are so many qualifica- 
tions that should be made, as the result of changes in methods 
of collecting the data from which it is compiled, and the 
changes in the character of the industries themselves, that a 
general statement like this can only be used with great cau- 
tion. The question is essentially one that should be con- 
sidered according to particular industries. Naturally the 
movement has taken place unevenly in the various branches. 
In some it is very marked, and in others less so, though there 
is scarcely one of importance in which this tendency toward 
concentration cannot be seen to some extent. It will be 
desirable, therefore, to consider the movement in a number of 
the more important industries separately. 

Manufacture of Textiles. The manufacture of cotton, woolen 
and other cloths is not only one of the most important indus- 
tries of the country, but is, par excellence, a manufacturing or 
factory industry. It is fortunate, therefore, that we are able 
to trace, as is shown in the following table, the organization of 
this important group of industries during four successive 
decades. 


Estab- Per establishment : 
Industry. Year. lishments, Employees. Product. Employees. Product. 


Cotton manufacture..1850 1,094 92,286 $61,869,184 84.4 $56,553 
1860 1,091 122,028 115,681,774 111.8 106,033 
1870 956 135,369 177,489,739 141.6 185,659 
1880 1,005 185,472 210,950,383 184.5 209,901 
1890 905 221,585 267,981,724 244.8 296,112 


Wool manufacture... 1850 1,760 47,763 49,636,881 27.1 28,203 
1860 =-:11,673 59,522 80,734,606 35.6 48,257 
1870 §6©3,456 = 119,859 217,668,826 34.7 62,983 
1880 2,689 161,557 267,252,913 60.1 99,387 
1890 2,489 219,132 337,768,524 88.0 135,705 


Silk manufacture.... 1850 67 1,743 1,809,476 26.0 27,007 
1860 139 5,435 6,607,771 39.1 47,538 
1870 86 6,649 12,210,662 77.3 141,984 
1880 382 31,337 41,033,045 82.0 107,416 
1890 472 50,913 87,298,454 107.9 184,954 
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Estab- Per establishment: 
Industry. Year. lishments. Employees. Product. Employees. Product. 


Dyeing and finishing. 1850 104 5,105 15,454,430 49.1 148,600 
1860 124 7,097 11,716,463 57.2 94,488 
1870 292 = - 13,066 (a) 44.7 (a) 
1880 IgI 16,698 32,297,420 87.4 169,096 
1890 248 20,267 28,900,560 (81.7 ‘116,535 


Combined textiles....1850 3,025 146,897 128,769,971 48.5 42,568 

1860 3,027 194,082 214,740.614 64.1 70,942 

1870 4,790 274,943 520,386,764 57.4 108,640 

1880 4,018 384,251 532,673,488 95.1 132,572 

1890 4,114 511,897 721,749,262 124.4 175,435 

a At census of 1870, the value of fabric was given instead of value added to 
the material by dyeing and finishing as at other censuses. 


This table shows in a striking way the steady and rapid move- 
ment toward the concentration of the textile industry in fewer 
establishments. In the case of the manufacture of cotton 
goods, the number of establishments was 189 less in 1890 than 
in 1850, a decrease of 17 per cent., while in the meantime the 
number of employés had increased 151 per cent. and the value 
of the product 333 per cent. As a result the average number 
of employés per establishment has steadily increased, being 84.4 
in 1850; 111.8 in 1860; 141.6 in 1870; 184.5 in 1880, and 244.8 
in 1890. 

Concentration in the woolen industry has progressed with 
equal rapidity. In this case, however, the number of establish- 
ments increased until 1870, when there were 3,456 mills in 
operation; after which each decade witnessed a steady diminu- 
tion in number; there being but 2,689 in188o, or 767 less than 
in 1870, and but 2,489 in 1890, a still further loss of 200. The 
number of employés, on the other hand, has steadily increased. 
The average number of employés per establishment has thus 
increased in successive decades from 27.1 in 1850 to 35.6 in 
1860; 34.7 in 1870; 60.1 in 1880 and 88.0 in 1890. In some 
particular branches of the woolen industry this concentration 
has proceeded at an extremely rapid rate. Thus, for example, 
the number of carpet mills, which in 1870 was 215, decreased 
in 1880 to 195 and in 1890 to 173. In spite of this decrease 
in the number of mills, the number of employés increased from 
12,098 in 1870 to 20,371 in 1880, and 29,121 in 1890. The 
average number of employés per establishment thus rose from 
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56.3 in 1870 to 104.5 in 1880 and 168.3 in 1890, a tripling in 
the average size of establishments during the period. 

In the manufacture of silk, and in dyeing and finishing, 
though the number of establishments has in general increased, 
the increase has not kept pace with the increase in the number of 
employés. In both industries, therefore, there is shown a con- 
centration of work in larger establishments; the average num- 
ber of employés per establishment in the silk industry increas- 
ing from 26.0 in 1850 to 107.9 in 1880; and in the dyeing and 
finishing industry from 49.1 in 1850 to 81.7 in 1890. 

Combining the four branches of the textile trade, it is seen 
that while the number of establishments increased during the 
forty years considered but 36 per cent., the number of employés 
increased 248 per cent. and the value of the product 465 per 
cent. The average number of employés per establishment has 
thus steadily risen from 48.5 in 1850 to 64.1 in 1860; 57.4 in 
1870; 95.1 in 1880 and 124.4 in 1890. In the case of all of the 
industries it is important to notice that the movement toward 
concentration has gone on more rapidly in the later years. 

The tendency toward localization, or for similar establish- 
ments to group themselves in the same places, has been scarcely 
less strong, and has resulted in making four cities in different 
States the chief localities in which each industry is carried on; 
Philadelphia, Pa., in wool manufacture; Fall River, Mass., in 
cotton manufacture; Paterson, N. J., for silk, and Cohoes, N. Y., 
in the hosiery and knit goods manufacture. The enormous 
growth in the wool manufacturing trade during the last 20 
years has been entirely confined to eight States in the East, 
while in the remaining States there has been an actual loss of 
45 per cent. Philadelphia alone, in 1890, produced 21.82 per 
cent. of the entire woollens output of the country during that 
year. 

Iron and Steel Industry. The transformation in the methods 
of the manufacture of iron and steel, and the great variety of 
the products, prevent us from tracing the evolution of this 
industry in as complete a way as was done for the textiles. 
The following table, however, taken from the general table of 
manufactures of the census of 1890, shows the movement in the 
more important branches during the decade from 1880 to 1890. 
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Estab- Per establishment : 
Industry. Year. lishments. Employees. Product. Employees. Product. 
Iron and steel. -..--- 1880 1,005 140,978  $296,557,685 140.3 $295,082 


1890 645 152,535 430,954,348 236.5 668,146 
Iron and steel, bolts, 


nuts, washers and 1880 100 5,064 10,003, 330 50.6 100,733 
Ri caae cance 2890 62 7,341 12,373,031 89.5 150,891 
Iron and steel, doors 1880 6 223 495,060 37.2 82,510 
and shutters -.---- 1890 7 53 88,515 7.6 12,645 
Iron and steel, forg- 1880 gl 3,210 6,492,028 35.4 71,341 
ing --------------- 1890 go 4,448 9,042,563 49.4 100,473 


Iron and steel, nails 
and spikes, cut and 





wrought, including 1880 62 2,910 5,629,240 46.9 90,794 
wire nails........- 1890 138 17,116 34,227,517 124.0 248,025 
Iron and steel, pipe 1880 35 5,210 13,292,162 148.9 379,776 
wrougnt .........< 1890 22 12,064 37,906,801 548.4 1,723,037 
pe erniar 1880 1,299 157,595 332,519,505 121.3 255,981 


1890 984 193,567 524,592,775 196.7 533,123 


From this statement it will be seen, that, if we consider iron 
and steel mills proper, there has been a very great concentra- 
tion of work during the decade from 1880 to 1890. The 
number of such establishments has decreased from 1005 in 
1880 to 645 in 1890, while the number of employés has 
increased 11,557. While the average number of employés per 
establishment was 140.3 in 1880, it rose to 236.5 in 1890. The 
production of bessemer steel rails in 1890 was made by only 
18 concerns, of which seven produced 95.57 per cent. of the 
total amount produced. As showing geographical centraliza- 
tion, five of these were located in Pennsylvania. This State 
produced in 1880, 46.81 per cent. of all iron and steel rails, 
and in 1890 68.79 per cent. Considering all classes of iron 
and steel works, other than those producing machinery and 
the like, it will be seen that there was an absolute decrease 
of 315 establishments, and an increase of 35,972 employés. 
The average number of employés per est»blishment thus 
increased from 121.3 to 196.7, and the average value of the 
product from $255,981 to $533,123. 

Flour and Grist Mills. A study of the evolution of the milling 
industry presents special features of interest from the stand- 
point of our present inquiry, because it is one that originally 
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was extremely widely diffused. In spite of the seemingly local 
character of the work, there are few industries in which the 
movement toward concentration is more marked. Pres. Walker, 
the Superintendent of the Tenth Census, specially singles 
out this industry as an example of the tendency of manufactur- 
ing work to become sentralized in fewer establishments. In 
his report on manufactures, he says, “In illustration of this wide 
diffusion of petty productive establishments (in early years), it 
is interesting to observe that while the settled area in 1840 was 
but little over one-half that of 1880, and the value of its manu- 
factured product perhaps not more than one-seventh, or one- 
eight, there were almost as many grist mills at the former as at 
the latter date, and an even greater number of saw mills.” In 
1840 there were 23,661 grist mills and 31,650 saw mills; while 
in 1880 there was 24,338 grist and but 25,700 saw mills. That 
this movement was even more rapid during the succeeding 
decade is shown by the following table. 


Esta Per establishment : 
Industry. Year. lishments. Employees. Product. Employees. Product. 


Grist mills 24,338 58,407 $505,185,712 2.40 $20,757 
18,470 63,481 513,971,474 3.44 27,827 


Saw mills 25,708 147,956 87,113,344 6.00 3,389 
21,011 286,197 172,111,957 14.00 8,192 


In both cases, therefore, there has been an absolute decrease 
in the number of establishments, while the number of employés 
and the value of the product has increased. 

Agricultural Implements. In the manufacture of agricultural 
implements the tendency toward concentration was early appar- 
ent. In 1850 the average number of employés per establish- 
ment was five; in 1860, seven; in 1880, 20 and in 1890, 47. The 
following table shows the number and importance of establish- 
ments in this industry as reported at the last two censuses. 


Per establishment : 
Year. Establishments. Employees. Product. Employees. Product 


1880 1,943 39,580 $37,109,316 20 $19,099 
1890 giro 42,544 49,668,386 47 54,581 


Concentration during the ten years 1880 to 1890, it will thus 
be seen, was very rapid. The number of establishments 
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decreased over one-half or 53.17 per cent., while the number 
of employés increased 2,964 or 7.49 per cent. The average 
number of employés per establishment has thus more than 
doubled, rising from 20 in 1880 to 47 in 1890. 

Other Industries. It would be too tedious a matter to follow 
this movement in every industry in the same detail as has been 
done in the more important industries that have been con- 
sidered. The following brief notes therefore serve every pur- 
pose in showing that this movement is at once widespread and 
proceeding with rapidity. 

In shipbuilding the concentration of work in fewer establish- 
ments has been very marked during the last ten years. In 
1880 there was 2,188 establishments, and in 1890 but 1,006, 
a decrease of over one-half, though at the same time the num- 
ber of employés increased from 21,345 to 23,266, an increase of 
136.99 per cent. in the average number of employés per 
establishment. The manufacture of liquor, both malt and dis- 
tilled, likewise showed a marked tendency toward concentra- 
tion. The number of establishments producing malt liquors 
decreased from 2,191 in 1880 to 1,248 in 1890. The average 
number of employés, however, increased during the decade 
from 26,220 to 34,800, and the average number of employés 
per establishment from 12 to 28. The number of establish- 
ments producing distilled spirits decreased during the same 
period nearly one-half, or from 844 to 440. The average num- 
ber of employés also decreased slightly, or from 6,502 to 5,343; 
but the average number of employés per establishment increased 
50 per cent., or from 8 to 12. 

In the manufacture of boots and shoes, the number of estab- 
lishments increased 6.28 per cent., the number of employés 
25.35 per cent. and the value of the product 32.88 per cent. 
The average number of employés per establishment was 57 in 
1880, and 67 in 1890. 

The number of factories engaged in the manufacture of paper 
decreased from 1880 to 1890 from 692 to 567, or 18.06 per 
cent. while the number of employés increased 21.07 per cent. 
The average number of employés per establishment was 35 in 
1880 and 32 in 1890. 
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In the manufacture of glass, the number of establishments 
increased from 211 in 1880 to 317 in 1890, but the number of 
employés increased still more rapidly, or from 24,177 to 45,987." 

There remains to be mentioned one industry in which the 
process of centralization of work in fewer and larger concerns 
has, within recent years, gone on with great rapidity, but which 
unfortunately cannot be accurately measured. Reference is 
made to the retail trade. In all the great cities, enormous 
apartment stores, as they are called, have sprung up, in which 
a business is now carried on greater than that formerly per- 
formed by hundreds of smaller and independent establishments. 
In many respects this growth of the large store, in which almost 
every kind of ware is handled, furnishes the most typical 
example of the movement which we are considering. The 
larger of these stores now employ thousands of hands; they 
have their agents all over the world; they frequently take the 
entire product of certain mills and factories, and indeed run 
extensive manufacturing plants in connection with their retail 
work. Their perfected delivery system now enables them to 
cater to the wants of customers living remote from their 
establishments, and even in different cities. There is every 
reason to believe that the department store is as yet in its 
infancy. There is practically no limit to which its development 
is possible. It is quite within reason to anticipate the creation 
of great concerns controlling stores in different cities all over 
the country. When we come to consider the results of con- 
centration, it will be seen that the relative advantages and dis- 
advantages of centralization in the retail trade constitute one of 
the most important and interesting branches of our inquiry. 

The present study has been more particularly restricted to 


1In presenting these figures, drawn from the tenth and eleventh censuses, 
the author is aware that somewhat different schedules and methods were 
employed in the two enumerations; and that in consequence the figures do 
not in all cases represent the actual movement that took place. As a result of 
these differences concentration in some cases was even more rapid than is rep- 
resented, while in other cases it was less so. The figures as given, however, 
represent, with a fair degree of accuracy, the changes that actually took place. 
They at least establish by overwhelming proof the fact of the rapid concen- 
tration of industry in larger and relatively fewer establishments. 
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the manufacturing industry and commercial establishments. 
It should be noted, however, that the tendency toward concen- 
tration is not peculiar to these branches, but it is evident in almost 
every sphere of activity. The telegraph, telephone and express 
business have already come into the hands of a very few com- 
panies, and the movement on the part of the railways in a similar 
direction is so well known as to require but a bare mention. In 
all quasi-municipal duties, such as gas supply, electric lighting 
and street railways the movement is now in full swing. 


That industrial work was centralizing in large establishments 
there was little doubt. The figures given above in a degree 
measure this movement and show how rapidly it is progressing. 
This concentration, however, is taking place in various ways. 
We have been able to trace but one of them. A second form 
of consolidation is that whereby kindred interests are grouped 
together under one management, as, for instance, in the very 
common practice for iron and steel mill owners to own and 
operate their own coal and ore mines, to manufacture coke, to 
operate railways, etc. A somewhat similar movement is that 
where manufacturers, as in the boot and shoe trade, organize 
retail stores for the disposition of their product. This form of 
concentration constitutes an important feature of the move- 
ment we are considering. Centralization thus means not only 
the carrying on of industry in large establishments, but the 
uniting together under one management of related industries. 

A third form of centralization is that of the formation of 
agreements between different establishments in the same 
industry to operate their plants as one enterprise, or at least in 
harmony with each other. This object is usually secured by 
the formation of a so-called “trust,” a form of organization, as 
is well known, where the different establishments are placed in 
the hands of trustees who issue to their owners certificates in 
proportion to their general interest in the trust. The forma- 
tion of a trust does not necessarily mean the centralization of 
the work of production in a few hands. As a usual thing, how- 
ever, it is found advantageous to shut down work in the smaller 


and increase the production of the larger plants which can be 
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more economically operated. This form of centralization, 
which is taking place through the formation of trusts, presents 
such special considerations as to make of it a problem quite 
distinct, though a part of the general problem of the concentra- 
tion of industry. It will evidently be impracticable to enter 
upon its full consideration within the limits of this paper. It 
is important to notice, however, some of its general features 
as constituting a part of our subject. 

The growth of the large establishment represents the 
normal evolution of industry, and, as such, is productive of 
no greater hardships than inevitably result from changes in 
industrial methods that are constantly taking place, and the 
inability of certain classes to accommodate themselves to 
changing conditions. The trust, on the other hand, represents 
what might be called a forced or abnormal, as opposed to the 
natural, centralization of industrial work. Matters have not 
been allowed to take their course. The large establishment 
has not been given time to demonstrate its superiority over 
smaller concerns by its ability to produce at a cheaper rate. 
The founders of trusts have not been content with the advan- 
tages which the superior organization of a large establishment 
ensures, but have sought to increase them by arbitrarily fixing 
prices, not as dictated by the cost of production and competitive 
influence, but by what the public can be made to pay. In rail- 
road parlance, rates are not fixed according to the cost of trans- 
portation, but by what the traffic will bear. Thus, while the 
formation of trusts is undoubtedly dictated by the desire to 
cheapen production, the chief object in view is to regulate the 
prices that will be obtained for their products, by establishing 
a monopoly and controlling the market. 





/ From the public standpoint, therefore, the trust presents both 
d 


esirable and undesirable features. Which of these will pre- 
dominate depends upon the policy pursued by the managers 
of each trust. It is this feature that makes the trust problem 
one quite distinct from that of the general question of the 
growth of the large industry, and has caused the former to meet 
with great and the latter with but little opposition. 
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The forces which are at work bringing about this 
concentration cannot be shown statistically. There is, 
however, no doubt as to what they are. Economy in opera- 
tion is the great motive. The conduct of a businéss upon 





a large scale permits of the use of improved and expensive | 
machinery, the greater division of labor according to aptitudes, | 
the employment of more skilled overseers and foremen, and the ‘ 


reduction in the general expenses of superintendence and 
account. A large concern can purchase supplies upon a more 
favorable basis. It can consequently make use of refuse and 
by-products that are destroyed by the smaller establishments. 
The large establishment can, in general, keep its capital and 
plant more constantly employed. By manufacturing a variety 
of products it can accommodate itself to changing demands. 
It, moreover, is not dependent to a like extent upon uncertain 
orders as are the smaller concerns, but can in a way make its 
own markets, or at least determine more accurately in advance 
the probable demand for its products. Having a much larger 
market, a falling off in one quarter is frequently counter- 
balanced by an increase in others. These advantages are inten- 
sified where related branches of an industry are gathered 
together in one plant or under one management. A small con- 
cern must purchase many supplies which the large one can 
manufacture with profit for itself, with the additional advantage 
that it is always certain of having them of the character and at 
the time desired. , / 
These are the motives leading men to carry on industrial 
enterprises upon a large scale. The two main conditions mak- 
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ing it possible for them to do so are: first, the power to form —~ 


corporations, thus permitting the aggregation of large amounts 
of capital, and secondly, the increased facilities of communica- 
tion, which emancipates industry from local markets and throws 
open to establishments the trade of the world. In not a few 
cases the patent system has been responsible for the concentra- 
tion of particular branches of work in a single or few hands. 
This cause has been particularly influential in the electrical 
industries, the control of patents rendering possible such 
establishments as the General Electric, the Westinghouse and 
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Thomson-Houston. The famous Pullman Car Company is a 
notable example of the working of this cause. Tariff legisla- 
tion has also exerted a considerable influence. Its effect, how- 
ever, has been both for and against the movement. But for 
tariff legislation it is probable that the concentration of indus- 
tries by localities would have had a world-wide significance, and 
in a number of cases there would have possibly resulted the 
concentration of certain work in a single country, or even in 


' a single locality. At the same time, the protection afforded by 


high duties has encouraged the consolidation of manufacturing 
interests, by making it possible for such combinations absolutely 
to control the market, and thus by keeping up prices make large 
profits. 


In the foregoing we have considered, and as far as statis- 
tical material permits, measured what must be generally con- 
ceded to be the fundamental tendency in the modern industrial 
evolution. It is evident that the changes produced by it 
are such as profoundly to modify, not only the conditions 
under which industry must be carried on, but the conditions 
under which the great majority of the people must live and earn 
their subsistence. We could, therefore, scarcely assign our- 
selves a more important task than to attempt to point out in 
some degree the general effect that this evolution is producing 
upon the conditions of life. 

As would be expected, a movement so wide-reaching and 
important as this exerts an influence in a great variety of ways. 
Let us first consider its most important effects from the general 
standpoint of society and industrial progress. We have already 
called attention to the most important of these: that of the 
increased economy of production. Society as a whole is 
Vitaly interested i)ANyBYOCeS or innovation by which 
a larger amount of wealth can be produced with a given 
effort. The development of the large industry stands for 
increased efficiency of labor and methods of production. 
Society is thus benefited by its extension in exactly the same 
way as it would be by the discovery of the utilization of a new 
force or mechanical contrivance. When one thinks of the 
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enormous number of men employed, not in productive efforts 
proper, but in the mere act of getting goods when made into 





the hands of consumers, and the expenditure of time and money 

by establishments competing with each other, it is possible to 

appreciate the vast margin of possible economy in the distrib- ) 
\ 





utive branches alone of industrial work. It is one of the dis- 
tinct efforts of modern times to do away with the middleman, 
and in this the consolidation of industries is the most effective 
agent employed. 

_The public also as consumers realize a great economy and 
advantage in dealing with large concerns. The responsibility 
of a large establishment is a much more serious matter than 
that of a small one. It is imperative with the former that it 
maintain the reputation of its goods. This is particularly true 
of the large retail or department store. The proprietor of a 
small shop to a large extent sees in each purchaser but a tran- 
sient patron, and can thus practice deception without a corre- 
sponding prejudice to his business. Deception with the large 
store means the loss of an almost certain future customer. 
Again, the purchaser in a large store realizes a great economy 
in time through the fact that he is not required to search 
through twenty or more stores for what he wants, but can to 
a large extent make his purchases in one place with a minimum 
amount of effort. - 

These various economies realized by the large establishment V 
are now so generally recognized that it is quite superfluous 
to comment upon them further. We, therefore, turn to a 
benefit resulting from the concentration of work, which either 
has been totally ignored or slighted in all discussions of the 
question, but which is nevertheless of prime importance. 

Probably the most fundamental benefit resulting to society 
generally from production upon a large scale, next to that of 
economy, is the influence it exerts in steadying production. 
Ever since the inauguration of the modern industrial regime, 
industry has been periodically paralyzed, trade injured, and 
progress brought to a standstill by what are called “industrial 
depressions.” The causes for the recurrence of theses pheno- 
mena are but imperfectly understood by economists. Ina 
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general way they are ascribed to over-production, but at the 
same time we are told that there is no such thing as real over- 
production until the wants of all are satisfied. Whatever the 
exact cause, it is more or less intimately connected with the 
law of supply and demand, or rather with the failure of this 
law to act. 

As regards the action of the law of supply and demand, 
industry has passed through three successive phases; first the 
patriarchal phase, where each family produced directly for its 
own consumption; second, the division of labor period, where 
industry was differentiated into distinct trades; and third, where 
the individual tradesmen are gathered together in organiza- 
tions which we call factories, mills, etc. Instead of executing 
orders, as was done by tradesmen of the second period, the 
wishes of consumers are now anticipated, and the factories turn 
out their product for an expected demand. With this has 
appeared a great danger, that of the intemperance of produc- 
tion, where more is produced than can readily be disposed of. 
This intemperance has become almost a regular phenomena, 
producing alternate periods of good and bad times. When 
trade is good, and prices high, each establishment makes an 
effort to produce as much as possible, in order to take the 
utmost advantage of the good times. Production in the course 
of time is overdone. A reaction ensues. Production slackens. 


Employés are discharged, and a period of depression begins. V 


The injury resulting from this unstable condition of industry 
cannot be calculated. Any device which will to any degree reg- 
ulate this intemperance, and steady production, must be wel- 
comed as a great gain to society. This the large industry 
certainly tends todo. The attempt to control production so as 
to keep their plants in constant operation has been one of the 
great motives leading manufacturers to consolidate their enter- 
prises and organize such combinations as trusts. The large 
establishment is able to command a larger market; it can offset 
a falling off in demand in one quarter or in one commodity by the 
cultivation of trade in another direction or the production of 
other articles. An establishment is thus far less sensitive to local 
failure of harvests or other disasters. In the recent investiga-y 
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tion that has been made of the extent of unemployment, it has 
been almost universally reported that unemployment is more 
frequent in the small than in the large establishments. The 
small establishment takes on and dismisses employés according 
to the variation in the number and importance of the orders it 
receives, while the large establishment, with a better control 
of the market, keeps a more stable force. No better demon- 
stration of this fact could be given than the conditions giving 
rise to the great coal miners strike of last year, where 150,000 
or more men left work. The reason for this strike was the 
inability of the mine owners to come to an agreement, either to 
fix a uniform rate of wages, or regulate the output of coal. 
The result was a too great production of coal and a consequent 
lowering of its price; and, as miners’ wages, according to the 
system of the sliding wage scale, is determined by the price of 
coal, the earnings of the men were correspondingly reduced. 
This condition of affairs, moreover, was not unusual, as the coal 
trade has long been subject to alternate periods of over-produc 
tion and cessation of work. The country was thus presented 


with the unusual spectacle of the workingmen demanding that \ 
the employers, the mine owners, should form a strong organiza- | 


tion in order that production might be limited to the demand, 
and the operation of the mines be made regular from season 
to season. The coal mining industry thus presents a remark- 
able verification of correctness of the position here taken, that 
the concentration of industry tends to steady production and 
consequently to make more stable the employment of the work- 
ingmen. Whatever the abuses, therefore, that large establish- 
ments and trusts.may give use to, their influence in lessening 
the frequency and intensity of industrial depressions is a service 
not to be lightly passed over. 

Having considered some of the effects of the concentration 
6f industry from the standpoint of society generally, we now 
turn to a much neglected phase of the question, that of the 
effect of the growth of the large industry upon the people as 
workers, either as employers or employés. 

The consolidation of industrial establishments undoubtedly 
means the elimination of the small manufacturer and merchant. 
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This phenomena has given use to a great deal of dissatisfaction, 
and has caused many to look upon the movement as an evil. 
A great deal of sentiment, it seems to me, has been wasted in 
regard to this point. The persons who are driven out of 
business are those who are the least fitted to survive. They are 
the ones who by tremendous efforts just manage to eke out an 
existence. The record of failures shows that the life of the 
small manufacturer or merchant is far from a secure or pleas- 
ant one. The least suspicion of hard times pinches them 
immediately. On the other hand, the organization of large 
enterprises requires, not only ability in the owners, but the 
highest order of technical skill, executive ability, and personal 
capacity in the numerous chiefs of departments and other 
responsible positions. The steam railways may have driven 
out thousands of independent teamsters, but it created positions 
requiring men of a far greater degree of intelligence and ability. 
The man of sufficient ability to succeed as an independent pro- 
ducer or merchant finds abundant opportunities for the display 
of his talents in the complex and highly organized large under- 
taking. Moreover, it should be borne in mind that this elimi- 
nation of the independent manufacturer is characteristic of 
the prior phase of industrial evolution, where the factory was | 
supplanting the artizan, rather than the present movement of 
the consolidation of factories. Thus, if we take the great iron 
and steel industry, the reduction in the number of establish- 
ments, during a decade, from 1299 to 984 represents a very 
great concentration during so short a period, while the number. 
of individuals affected as employers, 315, is insignificant in. 
comparison with the great number of persons concerned in this 
industry. FT 

This last point brings us to a phase of the movement which, 
so far as | am aware, has received little or no consideration, 
either at the hands of the public or of economists, but which 
constitutes the really fundamental question to be considered in 
connection with the large industry. The elimination of small 
employers is a minor question compared to the benefits or dis- 
advantages that result to the workingmen employed in these 
enterprises. It is difficult to understand why this question 
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should always be discussed from the standpoint of the employer, 
and scarcely ever from that of the employé. To every 
employer there are scores of employés. As a labor question, 
therefore, the important considerations involved are: what are 
the effects of the movement upon the welfare of the working- 
man, how does it affect his hours of labor, his wages, the con- 
stancy of his employment, his opportunities to advance in his 
work, etc.? 

Let us state our position on this point before we enter upon 
its discussion. Whatever the effect of the concentration of | 
industry upon the number of employers, its influence upon the | 
employés is certainly good. We hope to show in the following | 
paragraphs that its effect upon almost every feature entering | 
into the welfare of the workingmen is beneficial. 

In the first place the material conditions, or the environment 
under which the laborers carry on their work, is far superior 
in the large establishment. The large establishment means 
large mills, large plants. In the place of small buildings, often 
structures erected for other purposes and ill-suited for the work 
carried on in them, and with low ceilings and insufficient light, 
in which the small establishment was located, one now sees | 
large specially-constructed buildings, with high ceilings, an) 
abundance of light, good drainage and water supply. Here 
are found labor-saving machines, improved devices for guard-| 
ing against accidents, for removing dust or other substances 
injurious to the health of the laborers. In the large establish- 
ment it is possible for the employers, or for the men them- 
selves, to maintain various institutions for the latter’s comfort, 
such as baths, libraries, club-houses, eating and lodging rooms 
for the unmarried men. To secure the needed room employers 
are more and more going to the outskirts of the cities, or even 
to the open country, to locate their plants. Instead of being 
located .in narrow streets of the squalid quarters of a city, estab- 
lishments of the larger concerns are now situated where the 
benefits of pure air and pure water can be obtained, where the 
men and their families -can live in detached cottages instead of 
crowded tenements, and where they can more readily become 
the owners of their own homes. These are points that cannot 
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be proved by the marshalling of figures. It needs but a slight 
acquaintance, however, with the actual conditions under which 
industry is now carried on, to perceive that the growth of the 
large establishment means the great improvement of the condi- 
tions under which the workingmen must perform their labor. 
One has but to glance at the conditions pertaining in the gar- 
ment-making and tobacco manufacturing trades as now prac- 
tised in our large cities, where, under the régime of numer- 
ous small shops, the sweating system holds full sway; and con- 
trast them with those of the mill operatives, who have made 
the cloth, to realize the superiority of the latter. The effort to 
abolish the sweating system is the attempt to have this work 
performed in large mills and regularly organized and equipped 
workshops. 

It is now, moreover, pretty generally accepted that the state 
has a part to play in determining the conditions under which 
industry shall be carried on. Such legislation as the prohibition 
of the employment of children of tender age, the requirement 
that mill owners shall provide seats for female employees, 
separate toilet facilities for the two sexes, the maintenance of 
hygienic conditions, etc., have contributed greatly to improving 
the condition of the laboring classes. The weak point in this 
legislation has been the difficulty with which it is enforced. In 
the small and widely diffused shops such enforcement is often 
impossible. The growth of the large establishment simplifies 
greatly this task of the state. Concealment or evasion is here 
difficult. 

The modern mill and factory hand works in a better environ- 
ment than formerly. Does the centralization of work in fewer 
establishments tend to shorten his hours of labor, make his 
employment more stable, increase his wages, or give to him 
greater opportunities for advancement? Unfortunately in the 
attempt to answer this question we are confronted with the 
difficulty that no statistical material is existent that will enable 
us to contrast conditions as regards these points in the large 
and small establishments. We are forced, therefore, to rely 
upon certain general and collateral sources of information. 
This general information, however, all points one way. There 
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is every reason to believe that the condition of the laborer as 
regards wages and hours of labor is superior in the larger 
establishments. As regards one feature, that of the vitally 
important consideration of stability of employment, there can 
be little doubt. We have already commented upon the fact 
that the growth of large establishments tends to steady produc- 
tion. In doing this it must at the same time make employment 
more certain and continuous. The large establishment has 
an enormous capital invested in its plant and machinery, which 
to be remunerative must be constantly employed. It is no 
unusual thing for a large mill to be kept running for a con- 
siderable time even though the condition of the market is such 
that it is producing at a loss. With a better command of the 
market, also, there is not the same fluctuation in the number of 
workingmen employed, according as chance orders are obtained, 
as occurs to a large extent in smaller enterprises. The author 
several years ago had occasion to make a special study of indus- 
trial communities in Europe for the United States Depart- 
ment of Labor, which was published in its Bulletin. In 
this investigation a detailed examination was made of the 
conditions of labor at a number of the largest industrial 
concerns in the world, such as Krupp’s iron works at Essen 
with its 25,000 or more employés, and the great Colliery of 
Anzin with its 10,000 or 11,000 workingmen. These communi- 
ties represent the highest development of the movement towards 
concentration of industrial work, and in their study no fact of 
greater significance was brought out than the very great sta- 
bility of employment there found. At Krupp’s 21 per cent. 
of ail the cmployés had been continuously employed over fifteen 
years, and 23 per cent. had been employed more than five, but 
less than fifteen years, or a total of 44 per cent. who had been 
in the employ of the firm more than five years. It should be 
remembered that the rapid increase in the number of employés 
within recent years necessitated the constant entrance of men 
to swell the number of those employed but a short time. At 
Anzin, an even greater stability was found: 12.32 per cent. 
had been employed thirty years, 27.83 per cent. twenty 
years, and 59.82 per cent. ten years or over; if we consider 
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only those employés thirty years of age or over, we 
find the very high percentage of 94.58 to have been 
employed ten years or over. Practically the same stability 
was found in the other industrial communities. These of 
course are but examples, but they are fairly representative of 
conditions where concentration has gone on to the fullest 
extent. Lack of employment is, if anything, a greater_evil to 
the workingman than low wages. In increasing the certainty 
of his continuous employment, therefore, the growth of the 
large establishment renders him a great service. 

Finally the fact should be noted that the aggregation of 
laborers in large establishments facilitates greatly the formation 
of strong labor organizations. As concentration goes on, 
therefore, labor organizations will become stronger, and as they 
do so, they will demand and obtain better wages and hours of 
labor. Inno other way are the changed conditions of industrial 
methods of greater advantage to the laboring classes than in 
this greater opportunity that is afforded them to form organiza- 
tions of all kinds for social purposes, and for the betterment of 
their conditions. 

Every medal, however, has its reverse side. With the advan- 


) tages resulting from increased opportunities of combination, 
\ the gravity of industrial contests will be proportionately 


increased. Strikes will probably not be as frequent or under- 
taken for as trivial causes as in former years. When they do 
occur, however, they are likely to be vastly more serious. 
Industrial disturbances surpassing any former ones in extent 
and severity can easily be anticipated, and it becomes more 
imperative to devise methods by which they can be avoided or 
settled. The large industry lessens the frequency of strife, but 


Our task will not be entirely completed until we have 
asked ourselves what our attitude should be in regard to 
this movement that we have been considering. Mis_scarcely 


need to repeat that we consider the eran ae concen 


tration as one of progress, and efore, to be 
The attempts that have been made to abolish jee ase oe 
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in various cities, are thoroughly retrogressive measures and are 
doomed to failure. It is a dangerous thing for the state to 
interfere in any economic movement and attempt to direct its 
course. In the present case the movement should be allowed 
to work out its own destiny. In one important respect, how- 
ever, this statement needs qualification. It applies to the 
normal movement of consolidation and not to the forced con- 
centration, where the motive is rather to control prices than to 
cheapen the expense of production. 

The formation of combinations for this purpose has thrown 
power in the hands of a few persons which they have not always 
used in a legitimate way. The influence of these persons both 
in our political and industrial life constitutes a real danger, from 
which the working of natural forces seems to afford no protec- 
tion. The result of the abuse of this influence has been the 
attempt in many States and in Congress to enact legislation to 
control capitalistic combinations. From a purely economic, 
the question of concentration of capital has thus become a 
political one. Space will not permit us to make any extended 
discussion of this subject, and we, therefore, limit ourselves to a 
statement of the fundamental principle that should guide the 
legislatures in their action. 

The advantages of production upon a large scale are so 
manifest that it would be unfortunate to retard the movement 


in any way. On the other hand, the public should not be left. 
at the mercy of a few men. The great evil is the power 


possessed by a few individuals arbitrarily to fix prices, and this, 
if possible, should be controlled by the state. As yet the means 
to do this have not been discovered. It would seem to us that 
this has been because a radically wrong line of policy has been 
pursued. Legislatures have failed or refused to recognize the 
advantages of production upon a large scale. They have 
looked upon large enterprises as an evil in themselves and 
essentially detrimental to society. Their efforts, therefore, 
have been directed t ention of the formation of _ 
combination _of establishments. in so doing they have 
attempted to stem an irresistible e¢onomic movement. The 
true line of policy is to recognize that the consolidation of 
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industrial enterprises is inevitable; and thus instead of attempt- 
ing to prevent, seek rather to control these combinations. 

The first steps toward control is that of publicity of accounts. 
The state should require corporations to make annual reports 
concerning their operations. This is the system that has been 
pursued by the federal government as a part of its plan to 
regulate railways, and by many States to control railways, gas 
and water companies, insurance organizations, etc. The 
requirement of reports will not solve the problem, but it will be 
a first step and make any subsequent action easier and more 
intelligent. 

WILLIAM FRANKLIN WILLOUGHBY. 
Department of Labor, Washington, D, C, 








NOTES. 


Professor Pantaleoni, the eminent Italian economist, editor, 
and statistician, who recently left the University of Naples to take 
the chair of political economy in the University of Geneva, delivered 
a notable and characteristic address on entering upon his new duties, 
Oct. 22, 1897. His subject was “Du caractére logique des différ- 
ences d’opinions qui séparent les économistes.” Referring to the 
tendency to classify economists into “schools,” he asserted that he 
belonged to no school, that in fact no schools exist except two: “the 
school of those who understand political economy and the school of 
those who do not.” “Ces deux écoles se font naturellement toujours 
la guerre.” Differences in points of view, however, must naturally 
appear in a science treated by philosophers, business men, jurists, 
historians, mathematicians and litterateurs; where actual disagree- 
ments occur, they are not so much disagreements about general 
causal sequences as about the explanation of specific conditions. 
Economists may agree in deducing the effect or tendency of given 
causes while reaching divergent solutions of the inverse problem: 
given an economic effect, such as a fall in prices, what were the 
causes which produced it? Again, economists may agree on the 
working of social forces, e. g. in the law of wages, without agreeing 
at all as to its goodness or badness. Finally, many apparent con- 
flicts are due to imperfect generalization. Economic science, like 
every other, is showing a tendency to gather up old propositions 
into larger generalizations. Exchange may be viewed as a special 
case of production or production as a special case of exchange, 
Nature being substituted for the seller. “Complementary goods,” 
once treated as “peculiar cases of value,” are to-day recognized as 
the general case. The three factors of production are an instance 
of complementary goods. 

As to the relation of economics to sociology, Prof. Pantaleoni 
shows that human actions may be roughly classified into compulsory, 
contractual and altruistic. Only the second are economic. Sociol- 
ogy treats of all three. The study of political organization comes 
under the first. 


City Farm Training Schools. During the past four years 
the Vacant Lot Farm plan has established itself as one of the most 
hopeful and practicable of all so-called remedies. The expenditure 
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on material is inconsiderable; the returns are immediate to the 
individual and satisfactory to the community; while there are none 
of the demoralizing effects of gratuitous charity. Its chief advan- 
tage lies in the fact that it is a farm training school. 

The idea originated with Mayor Pingree, of Detroit, who in 
1894, through a committee, put under cultivation 430 acres and set 
945 families to work. There were many disadvantages incident to 
a new undertaking; but as the experiment cost about $3,600 and 
the value of the crops produced was estimated at $12,000, the plan 
was considered a success. 

In 1895, New York, through the Association for Improving the 
Condition of the Poor, organized a Committee on the Cultivation 
of the Vacant Lots by the Unemployed. The same year twenty 
other towns and cities experimented, twelve reporting favorable 
results. 

The following year there was a lull in the number of cities to 
undertake the work; but those who had already begun did better, 
and in 1897 the important cities of Chicago, Dayton, Kansas City, 
Philadelphia, and Providence adopted the plan, which, with those 
who had succeeded and continued from past years, made a total 
of 17 cities. 

The work especially commends itself to municipal control; but 
at present only Detroit and Buffalo have adopted that method 
entirely. Toledo, O. and Reading, Pa. tried for one and two years 
respectively, but abandoned it, the one discouraged by bad seasons, 
the other by lack of appropriations. 

New York in 1898 begins the fourth season of the Vacant Lot 
Farms, the movement being again under the auspices of the Associa- 
tion for Improving the Condition of the Poor. Four tracts of 
unused land, amounting to 321 acres in Pelham Bay Park, have 
been placed at the disposal of the Committee for the summer. The 
differentiating feature of the plan for 1898 is the co-operation which 
has been made with Typographical Union No. 6, whose out-of- 
work members will be given allotments. There are other co-opera- 
tive relations between the Union and the Association which will be 
watched with great interest. 

The Union proposes to give free round tickets to members 
on the out-of-work list, but no more than thirty tickets will be given 
to any one member, because a crop can be raised in twenty days, 
distributed throughout the entire season. The planters will go and 
return the same day, because it is not intended to maintain a colony, 
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as the object of the farm is to educate the members in raising vege- 
tables, for the sake of giving them temporary relief while looking 
for work and to enable them to make something from the produce 
which they raise. Each planter will be provided with a small note- 
book to keep careful account of the crops raised and the produce 
sold, and he must report to the Union’s agent each morning when 
he presents himself for work and also sign the books on leaving 
the farms at night. The average plot will be half an acre and will 
be in possession of the member through the entire season. 

The working members may make any arrangement among them- 
selves. For instance, two or more may work several plots in part- 
nership, or take care of each other’s plot in the absence of the 
owner for a day or two, but if any member neglects his plot he will 
be notified of that fact, and if it becomes apparent that he has 
abandoned the work, his plot will be given to another, who will 
pay out of the produce a sum agreed upon between him and the 
Land Committee. 

A community tract will be held for members who do not wish 
individual plots, and work will be given to those who for any reason 
think that they cannot hold an individual plot during the entire 
season. 

The Typographical Union No. 6 have committed themselves to 
this project with the idea that, if its success can be demonstrated, 
they will another season buy a farm of their own, to which their 
out-of-work men can be sent for employment. 

TOLMAN, TABOR, DAWE. 


Stability of Prices. A very important contribution to the 
question of the relative stability of prices under monometallism and 
bimetallism was made by Professor Edgeworth in the Journal of 
the Royal Statistical Society for March, 1897. His discussion is 
somewhat mathematical, which fact accounts for the rather 
scant attention which has been paid to it. Bimetallists and, since 
the time of Jevons, most monometallists have assumed that bi- 
metallism, if once in operation and equilibrium, would secure a 
mutual correction of the fluctuations in value of the two metals. 
The fall in the value of gold in the fifties was much modified by the 
existence of bimetallism in France, which in fact served to spread 
the effect of the gold discoveries over the currencies of the whole 


world, silver standard countries included. This “compensatory” or 
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“equilibratory” action has been the main support of the bimetallists 
of Europe and the “International bimetallists” of America. Pro- 
fessor Edgeworth shows that bimetallism does hold out the prospect 
of some equilibration, but argues that the effect is too weak to be 
worth serious consideration. When gold is yoked to silver, as when 
one ox is yoked to another, the two are a little more likely to keep 
in the middle of the road than when left to themselves. But the 
excess of probability is small. The result bears some resemblance 
to the following case of numbers: Each of two hats contains slips 
with the digits 0, 1, 2,3, . . . 9. Digits are taken at random 
from one of the hats. They fluctuate in value, but group them- 
selves about 4% as an average. If each digit thus withdrawn be 
combined with a digit from the other hat and the mean of the two 
taken, it is a little more likely than not that this mean will lie 
nearer 4% than the original digit. Let 3 be drawn from the first 
hat and 7 from the second. Their mean, 5, is an improvement on 
both 3 and 7 in the sense of being nearer 412; 3 is improved by 
union with 4, 5,6,7,8. It is injured by union with 0, 1, 2, while union 
with 3 or 9 gives neutral results. Extending the reckoning to the 
other digits besides 3, we find that in as many as forty cases out of a 
hundred no advantage results from union. This simple example is 
not a very good one, as the distribution of digits does not corre- 
spond to the “law of error.” The case of rainfall is next taken. 
The rainfall in a particular locality fluctuates much from year to 
year and probably in close correspondence to the law of error. The 
same is true of a second locality. The question arises, in how many 
cases out of a hundred will the figure for the rainfall of locality A 
be improved (brought nearer the mean rainfall) by random union 
with a figure for locality B? The answer is about sixty-four. 

But we wish to know not only how often gold would be benefited 
by union with silver, but also how much. This quantitative element 
is introduced by comparing the “probable error” for the double 
standard with that for the single standard. The theoretical ratio of 
these two errors is 70 to 100. This ratio is increased to go to 100, 
or probably more, by taking into account the influence of credit 
and other concrete circumstances affecting the fluctuations of the 
monetary standard. That is, bimetallism, at best, can only be 
expected to cut off ten per cent. or less of the fluctuation evil of the 
gold standard. Nine-tenths or more remain. 

“To sum up. Suppose that international bimetallism could be 
got to work, having surmounted all the dangers which threaten its 
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infancy, the scramble for gold, the inundation of silver, the evasion 
of business men ‘contracting out’ of the bimetallic money, and other 
risks . . then the advantage in the way of stability of value to 
be expected from bimetallism would be of the following description. 
It would not necessarily, nor even very probably, be reaped at once. 
The proximate effect of the reform might be to aggravate the evils 
complained of; supposing of course that the ‘ratio’ between gold 
and silver is fixed, not with the view of producing a temporary 
inflation, for instance at present at 151, but, as claimed by scientific 
bimetallists, with the view of securing stability under future disturb- 
ances, say the present market ratio. If that ratio is adopted, it is 
a quite possible event—the odds against it are much less than two 
to one—that when the next wave of monetary disturbance super- 
venes, the operation of bimetallism may be to aggravate, not to 
alleviate the monetary malaise. A generation, two generations, 
may pass away before the advantages of the reform begin to be 
realized. But let the reformers only persevere, and in the long run 
there will undoubtedly be realized, upon an average of centuries, 
a reduction of those deviations from the ideally best level of prices 
which from time to time are liable to occur. If once a century, 
with the uncorrected standard, men suffered an appreciation of 40 
per cent., once a century, though not in the same years, with the 
corrected standard they might expect to suffer an appreciation of 
say only 38 per cent.” 

The reader who will take the trouble to follow Professor Edge- 
worth’s argument will scarcely fail to be convinced that he has effect- 
ually demolished the “equilibration” idol of academic bimetallism. 


Demand and the Ratio. In my notes kindly printed in the 
Review I have contended that after ’70 monetary supply tended to 
relatively cheapen gold and make silver dearer, while monetary 
demand tended to make gold dearer and silver cheaper. In its 
November comments the REVIEw raised no question as to my argu- 
ments regarding demand, but held that the marked change after 70 
in the conditions of production was in the direction of cheapening 
silver. 

In the November number in support of my contention I pointed 
out that “taking the stocks of 1850 as par,” that date having been 
chosen as the approximate beginning of the two periods of abnor- 
mal production, gold increased 100% in the 25 years up to 1875, 
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and 78¢ in the 20 years following (or, roughly, at the average rate 
of 4% a year in both periods), while silver respectively increased 
only 21¢ and 45% (or 1% a year in the first period, and 2-14¢ in 
the second). While the increased production of silver after ’70 of 
course in so far tended to cheapen it and must have lessened the 
extent to which gold through its still more largely increased pro- 
duction tended to be relatively cheapened, it is obvious that the 
tendency of the net increment (gold 4¢% less silver 2-14% a year) 
was to still relatively cheapen gold; but “supply” after ’70 is the 
world’s total available stock which between 1850 and 1895 increased 
1784 for gold and only 66¢ for silver, so all the more tended to make 
silver the dearer. 

The Review, however, in its comments held that the stocks of 
1875 instead of the stocks of 1850 should be taken as the standard 
of comparison of the relative increments after ’70; but on that 
basis the figures of respective increments, gold 39%, silver 37.14, 
only show that the more nearly equal production during this period 
could at most have lessened, not overcome the previous tendency to 
cheapen gold, so could not have tended to relatively cheapen silver. 

The Review further argues from the relative ratio of increase 
in the two periods. For that, the two periods should be made of 
equal length, 25 years each, when at the rate existing to 1895, which 
will doubtless be exceeded for gold, the figures would be: 


Gold Stock. Silver Stock. 
Ee 100% 21% 
1875-Ig00......------- 48.75% 46.38% 


That is to say, even though the ratios of increase show that gold’s 
rate for the periods fell from 100 to 48.75 and silver’s rate rose from 
21 to 46.38, the relative production in the second period was for 
gold 48.75% on a doubled stock, and for silver only 46.38% on a 
stock only increased 21%, which must have made for the relative 
cheapening of gold. 

So far as supply after ’70 is concerned, then, it seems plain that 
the change in the direction of cheapening silver noted by the 
REVIEW was not sufficient to overcome the existing tendency to 
cheapen gold, so that the net tendency was, as [ contended, “to 
relatively cheapen gold and make silver dearer.” 

The only great and sudden force sufficient to after "70 overcome 
this tendency and make gold relatively dearer that has been named 
by either side in this discussion, has been the greatly and suddenly 
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changed relative monetary demand. This contention admitted, it 
follows that the restoration of the former relative demand must 
restore the former relative value. 

I take this opportunity to tender my sincere thanks for the 
courtesy shown me by the Review in granting so much space for 
the expression of opinions not always in accordance with its own. 

F. E. WOODRUFF. 

Morristown, N. J., Nov. 29, 1897. 


We feel that it would hardly be just to our readers to continue 
this discussion any longer, since it is quite evident that Mr. Wood- 
ruff uses terms in a different sense from that in which they are 
understood by the editors of the REviEw and, we believe, by 
economists in general. By supply Mr. Woodruff evidently means 
the simple quantity taken from the mines, while we understand the 
amount offered at a price. Thus any discovery of new mines or 
any marked cheapening in the cost of producing silver would 
increase the supply and therefore tend to diminish the price, even 
though the amount actually taken from the mines might un- 
dergo no change. If we understand Mr. Woodruff aright, he 
argues that the increase in the quantity of silver compared with 
gold taken from the mines has not only not been sufficient to 
account for the fall in the price of silver, but would in itself 
have caused a fall in the price of gold, and infers from 
this that the fall must have been due to the action of the 
government, apparently not considering the potential supply 
or the cost of production. This method of reasoning we 
consider fallacious, but it would take too long to discuss all the 
elements that influence the real supply as above defined. Prof. 
Suess, the distinguished Austrian mineralogist, after weighing all 
the conditions, both geological and economic, which affect the 
divergence in the price of gold and silver, says, “This divergence 
lies in the nature of the metals themselves, and no statesman and no 
law can change the natural conditions from which this tendency 
proceeds.” It is precisely because the natural conditions have 
tended since 1893 to cheapen silver that most bimetallists rely 
upon the free coinage of silver to increase the monetary supply of 
the world. If, however, the natural conditions have tended to 
cheapen gold, then even international bimetallism would have been 
powerless to increase the supply of money, since it is one of the 
axioms of the bimetallic theory that the cheaper metal always is 
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brought to the mint. If the mints had remained open to silver we 
should have had, according to this view, a continuation of the con- 
dition of things existing from 1850 to 1870 when the bimetallic 
nations were virtually on a gold basis. Mr. Woodruff’s assumption 
with regard to the relative value of the metals would, if true, under- 
mine the strongest argument in favor of bimetallism. 
Ep. YALE REVIEW. 


The George Junior Republic. Various damaging criticisms 
having been passed on this unique enterprise, which has aroused 
so much interest in academic circles, its Board of Trustees lately 
requested certain gentlemen to visit the Republic and inquire 
afresh, and carefully, into its character and methods. These 
gentlemen were T. M. Osborne, of Auburn; Professors J. W. 
Jenks and B. I. Wheeler, of Cornell University; Professor J. 
R. Commons, of Syracuse University; Frederic Almy, Secretary 
of the Buffalo Charity Organization Society; and Professor 
W. F. Blackman, of Yale University. We quote a few sen- 
tences from the (unpublished) report of this committee: “Some 
of the evils criticized have been long apparent to the friends of the 
Republic; but the success of its plan, in spite of them and the 
probability of increasing its usefulness still more by gradually 
eliminating its faults while adhering to its essential methods and 
spirit, have led them to continue its support. . . . The com- 
mittee recognize the undoubted fact, proved by repeated instances, 
that, even with the present most meagre appliances, the Republic 
does inculcate to a remarkable degree habits of thrift, of self- 
reliance, of honesty, of self-control, the habits most essential in 
character. At least one child has been sent from a reform school 
to the Republic as an incorrigible, who under its influence has been 
completely reformed. Others entering the Republic on the verge 
of physical and mental collapse from evil habits have within a year 
become strong and energetic and self-controlled through the 
compulsion of self-support and self-responsibility, aided, of course, 
by the affectionate sympathy and advice of Mr. George. 
Several of us have visited many institutions for children, and we 
wish to testify that in no other institution have we witnessed so 
much of the spirit of mutual affection, of helpfulness, of unselfish 
regard for the welfare of others, of devotion to the institution, 
that ought to characterize the true family, as is constantly seen in 
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the Republic. . . . To us, the plan of cultivating self-reliance, 
thrift and self-control, enthusiastically and affectionately carried 
out as it is by Mr. George, seems pedagogically sound. The best 
teachers, the wisest parents, use it in part. For a reform school 
on a large scale, it is a new plan. It is as yet an experiment. It 
has beyond all question, in individual cases, produced remarkable 
results. May we venture to suggest that it may not be judged 
by the methods of established reform schools, but that final judg- 
ment be withheld until the results can be fully tested by experience.” 


The Scope and Method of the Twelfth Census is the 
subject of investigation by a committee of the American Eco- 
nomic Association, consisting of Professors Richmond Mayo- 
Smith, W. F. Willcox, Roland P. Falkner, D. R. Dewey, and 
Carroll D. Wright, the last of whom contributed so largely to 
whatever permanent value the last, the Eleventh Census, had. 
This committee is securing the cooperation of those interested in 
studying the faults and successes of the last and the most available 
and profitable methods for the next Census. It is to be hoped 
that they will stimulate public opinion upon this most important 
decennial government undertaking to demand a thoroughly scien- 


tific statistical investigation, well within the reach of the future 
head of the Eleventh Census, if he be properly selected. 


Statistical Methods are manifold. One of the most intricate 
and for that reason least widely known is explained by Mr. G. 
Udny Yule in the Journal of the Royal Statistical Society for Decem- 
ber last. The title of Mr. Yule’s paper is “The Theory of Correla- 
tion.”” <A chief inquiry in statistical studies is whether two variables 
are correlated or independent, i. e. whether a change in one variable 
is or is not usually accompanied by a change in the other; and in 
event of correlation whether they are directly or inversely correlated 
and to what degree. Thus the ages of brides and grooms are directly 
correlated. The older the bride, the older in general the groom, 
though not necessarily in the same degree. The earnings of 
laborers are inversely correlated with the degree of pauperism. 
From returns of thirty-eight unions it appears that a rise of a 
shilling in earnings corresponds to a fall of .5 in the percentage 
of pauperism. Statisticians usually trust the eye, which by simple 
inspection of a table or diagram discerns whether two variables move 
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together or apart. But this is a crude method which can never 
yield quantitative results and cannot indeed always be trusted to 
yield any. Thus Mr. Charles Booth failed to find any connection 
between pauperism andout-relief. But Mr. Yule, taking Mr. Booth’s 
figures and treating them by the method of correlation, discovered 
a very marked direct correlation. The main idea of the method 
may be roughly described as follows: On a plane, which we shall 
suppose horizontal, lay off two axes for the two variables to be 
investigated, say ages of brides (reckoned east and west) and bride- 
grooms (reckoned north and south). A point whose coordinates 
are 26 and 35 represents marriages of bride aged 26 with groom 
aged 35. Atthis point erect a perpendicular to the plane which shall 
represent the frequency of this combination, 1. e. the number of 
i} marriages in our statistical returns in which the ages of the bride 
and groom are 26 and 35 respectively. If such verticals are erected 
at every point on the plane, their tops will form a frequency surface. 
This surface will in general look like a sort of haycock, though 
elongated into a ridge instead of round. Its highest point is over 
the age combination at which the marriages are most frequent. 
The height tapers off in all directions as the remote age combina- 
tions are reached. If the surface be cut anywhere by a vertical 
plane running north and south, the section will be a frequency curve 
giving the distribution of frequency with which men of different ages 
marry women of a given age. Taking a series of such curves and 
connecting their top points (or more precisely their mean points), 
we have a line on the surface, the general direction of which across 
the plane gives the correlation of marriage ages, or rather we have 
one of two such lines, for, interchanging brides and grooms in the 
preceding construction, we have a line connecting the tops of the 
frequency curves which run east and west. The first line shows, 
taking brides of a given age, how much an increase of one year in 
that age affects the average age of grooms. The second line shows, 
taking grooms of a particular age, how much an increase of one 
year in that age affects the average age of brides. The process of 
deriving the two lines from a series of rough observations depends 
on the theory of least squares. 

Mr. Yule’s paper is the first attempt to set forth systematically 
and briefly the main results of many classical memoirs, of Bravais, 
Galton, Karl Pearson, Edgeworth and others. It deserves very 
careful study by all who wish to follow the trend of statistical 
science. 
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Among other valuable staterhents of modern statistical method 
may be noted: Galton’s “Method of Percentiles,” Journal Royal 
Statistical Society, June, 1896, p. 392; and Pareto’s “Méthodes 
d’interpolation,” Journal de la Société de statistique de Paris, Novem- 


ber, 1897. 


Gold in Circulation. In reply to a request from the Senate, 
Secretary Gage made a brief statement April 18, 1898, as to the 
method employed by the Treasury Department for estimating the 
amount of gold in circulation in the United States. The first caleu- 
lation was made in 1872, by Director of the Mint Linderman. It 
was assumed that there was then no gold in active circulation 
except on the Pacific Coast, where the amount was supposed to be 
20 millions. The quantity in State and private banks was put at Io 
millions. Adding the gold in the Treasury and national banks, the 
total was brought to $128,389,864.49. “The estimates from year to 
year since 1873 [1872?] have been arrived at by adding to the 
stock of coin at that date the annual coinage and amount of domes- 
tic coin imported, deducting the loss by recoinage of United States 
coin, the amount exported, and estimated as used in the industrial 
arts.” The exports and imports are obtained from custom house 
statistics. The consumption in the arts is obtained from reports of 
private smelters and refiners and “censuses” of the Mint Bureau. 

We have here an interesting illustration of that false accuracy 
with which statisticians too often cover up their rough estimates. 
Dr. Linderman’s conjecture is carried out to the last cent and later 
estimates to the last dollar. The gold coin (including bullion in 
the Treasury) in the United States July 1, 1896, is given by the 
Director of the Mint (Rept. for 1896, p. 42) as $599,597,964. 

A sum cannot be more precise than the /east precise of its parts. 
If the gold in California was estimated to the nearest ten millions, 
the sum into which it entered ought not to be expressed beyond 
the ten millions place. Dr. Linderman’s estimates should, there- 
fore, be stated as $130,000,000, that is, there are only two “signifi- 
cant figures.” As to the estimate for 1896, one significant figure 
($600,000,000) is the utmost that can be claimed. It must be 
remembered that twenty-four years had elapsed between the initial 
estimate and that for 1896. It is as though a man should look into 
a cistern when it was low and after estimating its contents seal it up 
and compute its contents a quarter of a century later by adding 
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an estimated inflow during that period and deducting an estimated 
outflow. He could not expect a very accurate result. Considering 
the well known difficulties of measuring imports and exports of 
money and the pure guess work involved in estimating the melting 
of coin, we must suppose a big error in the $10,189,614 domestic 
gold coin said to be returned to the United States in 1895 (Mint 
Rept. for 1896, p. 31), and in the $77,789,892 exported (ibid., p. 32), 
and again in the million and a half supposed to be melted (ibid., p. 
54). The accumulated error since 1872 may well be 50 millions, if 
not double or triple that sum. As time goes on the accumulation 
of error continues. In another decade or two, estimates of the 
stock of gold based on this method will be worthless. 

The government must soon resort to other and better methods 
such as Jevons’. The latest application of this method is by Mr. 
F. C. Harrison to the rupee circulation of India. 
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History of the Commonwealth and Protectorate 1649-1660. By S. R. 
Gardiner. Vol. II, 1651-1654. Longmans, Green & Co., Lon- 
don, New York and Bombay, 1897—8vo, xxii, 503 pp. 

Prof. Gardiner’s second volume brings the history of the Pro- 
tectorate down to August, 1654. Perhaps the most valuable new 
contribution in the volume is the diplomatic history of the Protec- 
torate between 1651 and 1654, when Cromwell was engaged in his 
long drawn out negotiations with France and Spain. This history 
makes use of material before largely inaccessible and relating 
especially to the negotiations with Spain. The author has been 
able to supplement the transcripts of M. Guizot from the 
Archives of Simancas many years ago by complete transcripts of 
Barriére’s dispatches to Condé owned by the late Duke of Aumale. 

The Protector’s intrigues with the French Protestants up to 
the time of the fall of the city of Bordeaux, and the attempt to use 
the Ormée to originate a republican movement in France like that 
in England have, perhaps, more importance than the account given 
would indicate. Prof. Gardiner thinks it unfair to hold Cromwell 
to account for his agent’s absurdity in the Constitution for a 
Republic and in the Manifesto published by Sexby. But Cromwell 
can hardly escape such responsibility. The Protector sent Sexby 
to do this work, and from a politician’s standpoint his Constitution 
and Manifesto were well calculated to produce the desired effect. 
There is material on the relations of Cromwell to the City of 
Bordeaux that could have been used to advantage in this connec- 
tion. The long drawn out negotiations with France are most 
clearly shown, but it does not appear how exceedingly important 
economic considerations were in determining the final outcome, 
and especially in turning the scale in 1654-5 from a close alliance 
to a mere commercial treaty. The religious element in this diplo- 
matic struggle is much more clearly defined. 

From an economic and religious standpoint the West Indies 
Expedition was especially important. It was a turning point in 
English history in one important sense, for it began that great 
extension of English power that has been so prominent a phe- 
nomenon in the 18th and 19th centuries. We should have liked 
to see traced out the religious and economic influences that led to 
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this expedition and what part New England men had in these 
’ influences. But this discussion may have been left to the next 
¢ volume. Other features of Cromwell’s colonial policy, while 
; () touched upon incidentally, are not as carefully examined as we 

might expect, nor is the economic significance of the Navigation 
- Act dwelt upon as its importance deserves. However, the change 
from religious interests as the basis of governmental action to 
interests that are political and national is nowhere, perhaps, so 
clearly shown as here. 

Prof. Gardiner, like others of his school, passes over with indiffer- 
ence factors that have rightly come to be regarded as very 
important in unravelling trains of policy. The economic side of 
the Protectorate is not adequately shown us. The mercantile 
system and its relations to the Protectorate and Commonwealth do 
not receive a critical examination. The relation of Cromwell to 
the mercantile system of the 17th century is a matter of great 
importance, not only because of the Protectorate itself but also 
because it established England’s relation to, and laid the foundation 
of her supremacy in, the mercantile system to the end of the 18th 
century, and led to a train of events of the greatest significance. 

Prof. Gardiner’s estimate of Cromwell seems in the main just and 
high, with the exception that he is inclined to regard his work as 
transitory because the outward signs of it early passed away. This 
is hardly the view that suggests itself to American readers. 

This volume, like its predecessor, exemplifies the rare scholarship 
and admirable poise of judgment of the author and is a most valu- 
able addition to English historical writing. 
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FRANK STRONG. 
Yale University. 


Anarchism; a Criticism and History of the Anarchist Theory. By E. 
V. Zenker. New York, G. P. Putnam’s Sons, 1897—16mo, xiii, 


323 PP- 

This work is a translation from the German, though there is no 
intimation of that fact anywhere in the volume itself, save casually 
in a foot-note on p. 175. The original was published in Jena two 
years ago; it deserved and received a welcome among German 
scholars, as being the first effort ever made in book form to give 
an adequate, impartial, historical comparative and critical account 
of the anarchist theory. We are glad that it has now been made 
accessible to English readers, though we cannot approve the appar- 
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ent attempt of the publishers to conceal the fact that it is a trans- 
lation. 

A hundred pages are devoted to Proudhon, the “father of 
anarchism,” the “proletarian in wooden sabots and blouse”; and 
a third as many to Casper Schmidt (“Max Stirner”), “that plain 
German schoolmaster who would people society with mere sons 
of Prometheus, while he himself totters starving to the grave.” 
These are the founders and apostles of the doctrine. The author 
then gives account of the “modern anarchists’—Bakunin, “the 
commercial traveler of eternal revolution in a magnificent pose”; 
Netschajew, “the apostle and saint of Nihilist poesy”; Krapotkine, 
“the learned prince”; Elisée Reclus, “the earnest savant, full of the 
purest love and devotion for mankind,” “the St. John of the 
anarchists”; Grave, “every inch the man of action”; Saurin; Louise 
Michel, “the caricature of the social revolutionist in petticoats”; 
the “repellant’”’ Dihring; von Egidy, with his “spirit of Prussian 
militarism and squiredom”; John Henry Mackay, “honest and 
upright,” and like Caliero a millionaire; Most, “fateful and gloomy”; 
and so on. The distinctions which many overlook are carefully 
drawn between philosophical anarchism and the “propaganda of 
action”; between the early, middle and later periods in the develop- 
ment of the doctrine; and between its individualistic, collectivist 
and communistic forms. 

The author holds that the theory “contradicts human nature and 
the facts of life”; that even if put in practice it would be “very harm- 
less—leaving everything as before, merely changing the present 
compulsory system into a voluntary one”; that its mission is to 
assist in the overthrow of socialism; and that it “cannot be con- 
quered by force and injustice, but only by justice and freedom.” 

It is a pity that so good a book should not be better. It swarms 
with typographical errors, specially in the spelling of German words. 
It gives the titles of works, now in the original, now in translation, 
as it may chance; and its critical and constructive portions are by 
no means equal to those which are historical and expository. 

W. F. B. 
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The War of Greek Independence, 1821 to 1833. By W. Alison 
Phillips. With map. New York, Charles Scribner’s Sons, 


1897—12mo, pp. xv + 428. 

This volume is a convenient and readable account, making no 
claim to originality, of the Greek revolt and the establishment of 
the present kingdom. The author clearly tries to be impartial, 
and has gone to the best secondary sources, and to the primary 
sources for diplomatic questions. He does not, however, mention 
S. Trikoupis’s History of the Greek Revolution, in modern Greek; 
so able a work from the Greek side, by an actor in the events 
described, cannot be overlooked without loss. Mr. Phillips is cer- 
tainly not unduly Philhellenic; he dwells with rather more 
emphasis on the various Greek acts of savagery than on those of 
the Turks. Nevertheless, writing during the recent war, he points 
out clearly how unwise and unfortunate it was, for European inter- 
ests as well as Greek, to make the young kingdom so small and 
weak by excluding from it Crete and the other Greek islands that 
Turkey still holds. T. D. GOODELL. 

Yale University. 


The Bargain Theory of Wages. By John Davidson, M.A., D.Phil. 

New York, Putnam’s, 1898—8vo, 319 pp. 

This is an interesting book written in an easy and attractive 
style. It was planned as a text-book for advanced students, but 
serves equally well the purposes of the general reader. The author 
treats in succession the subsistence theory, the wages fund theory 
and the productivity-of-labor theory. He then tries to fit them, 
or such parts of them as can be fitted, into a “bargain 
theory.” The Ricardian idea that wages were fixed at the level of 
subsistence looked only at the laborer’s side of the bargain. The 
productivity theory looked only at the employer’s side. The wages 
fund theory was the only one of the three primitive theories which 
treated of both the demand and supply of labor. But this theory 
was too simple and too crude. The “bargain theory” is in brief 
that the laborer has a lower limit by which he is prepared to stand 
and the employer an upper limit, and that wages are fixed between 
the two according to the relative strength of the two parties as 
bargainers. 

In the preliminary chapters, commenting on the three original 
theories, the author follows the Baconian method with true scientific 
instinct. Facts are cited in favor of the subsistence theory, such as 
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that parish allowances decreased wages, charity becoming part pay 
to the laborer and relieving the employer of the necessity of the 
entire support of his workmen; and that city wages are higher than 
country. Facts against the theory are that agricultural wages are 
higher in summer than in winter, while cost of living is higher in 
winter than in summer. The aid of statistics is frequently invoked, 
especially in treating the subject of the mobility of labor. Many 
of the author’s figures and illustrations are drawn from Canada. 

The constructive part of the work is less valuable than the 
critical. As a discussion of the various concrete circumstances 
which strengthen or weaken the bargainers, it is admirable. Trade 
unions, knowledge, standard of living, custom, mobility of trade or 
country, are severally discussed. But, as it seems to us, we need 
to go much deeper than this to get anything which may truly be 
called a theory of wages. “Supply and demand” lie quite on the 
surface: we need to know the factors on which they depend and the 
mode of their dependence. 

Even as an expression of the outcome of economic forces the 
author’s statement of supply and demand is inadequate. An 
employer does not have a single upper limit; he has a sliding scale 
of limits, a “demand schedule” or curve. The same holds true of 
the laborer’s side, the “supply.” The nature of the laborer’s 
schedule in particular needs investigation. The author points out 
that labor is a unique commodity, but he does not follow out its 
uniqueness. It is doubtless a fact that the supply of labor of many 
kinds increases with a decrease of wages. The less the laborer is 
paid the longer he must work to make a living, or the more inclined 
is he to put his wife and children on the labor market. This 
peculiarity of the “commodity labor” needed more attention than 
Professor Davidson has given it. 

There is throughout the book a lack of that precision which we 
are graduallly requiring in economic treatises. In some cases 
crude confusions come to light. Those accustomed to regard 
capital as a stock at an instant of time and income as a flow through 
a period of time cannot pass, on the same page, from “wages 
are paid out of . . . income rather than . . . capital” 
(p. 56) to “the source of wages is the stock or the fund of such 
consumption goods” (ibid), or make sense out of “the income of 
society at any given moment, may be taken as an approximately 
fixed amount” (p. 63; the italics are ours). The author, like too 
many economists, appears to believe that mathematics do not apply 
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to variable quantities: “The mathematical method . . . is not 
quite applicable, because we are dealing not with rigid quantities 
but with human forces” (p. 110). 

Very probably the author had no intention of writing a final 
and rigorous treatise on wages. As a critical and historical essay 
his book is full of interest, instruction, and suggestion. I. F. 

Yale University. 


Thirty Years of American Finance: a Short Financial History of the 
Government and People of the United States since the Civil War, 
1865-1896. By Alexander Dana Noyes. New York and Lon- 
don, G. P. Putnam’s Sons, 1898—8vo, xv, 277. 

Many historians and economists would hesitate to write the 
financial history of the past thirty years. The immense difficulty 
of the task, in view of the variety of topics to be covered, their 
complicated inter-relation, and the vast amount of material to be 
collected, arranged and digested, has driven writers from the study 
of this to that of earlier periods. Mr. Noyes is the first to under- 
take the task, and has succeeded most admirably. In a clear and 
attractive way he introduces the general reader to the important 
financial events of the past thirty years. These are grouped about 
the general subject of currency debasement, and incidentally about 
the subject of surplus and deficit financiering. Mr. Noyes pos- 
sesses in a high degree the necessary qualifications for recounting 
and analysing the varied financial experiences of the years since 
the Civil War. As Financial Editor of the New York Evening Post, 
he is trained to carefully follow and observe the daily movements 
of the various important markets, and to analyse their meaning, 
particularly in the money and in the exchange markets. To this 
excellent training he adds breadth of view and comprehensiveness 
of treatment. 

There is a weird fascination in the story of the attempts at cur- 
rency debasement since the war: the hopeful movement under 
Secretary McCulloch to contract the currency and its defeat as 
the result of the hard times of 1866 and 1867; the campaign of 1868, 
in which the Republicans were driven, as in 1896, by the attitude 
of the Democratic party to champion sound currency; their victory 
and the consequent passage of the Public Credit Act of 1869; the 
culmination of the inflation movement in 1873 and 1874, and the 
passage and veto by President Grant of the inflation bill of the 
latter year; the defeat of the Republicans in the Congressional elec- 
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tion of 1874, and their consequent passage of the Resumption Act; 
the preparation for and carrying out of the resumption of specie 
payments; and at the same time, the adoption of a permanent paper 
money policy in 1878. Then the scene changes, and silver begins 
its role in the finances and politics of the country. From 1876 on, 
the inflationists change their allegiance from the greenback to the 
silver dollar. The latter is remonetized in 1878, and futile attempts 
are made to force it into circulation. Then follows a recital of the 
familiar story of our recent experience with the white metal: Secre- 
tary Windom’s fantastic plan of 1889; the Sherman Act of 1890, 
its share in the upheaval of the following years, and its repeal three 
years later. 

The question of the surplus revenue is taken up with the year 
1885. This is a pity, for this treatment avoids the highly important 
revenue experiences immediately after the war, which have here- 
tofore received too scant attention; moreover, opportunity is there- 
by lost to analyse the changes in our federal revenue system during 
the past generation, which are of importance in the recent difficul- 
ties, and will have their distinct bearing on future developments in 
our revenue system. The changes in our revenue system, in par- 
ticular in our customs revenue, suggest the corresponding changes 
in our foreign trade and in our tariff legislation. The former might 
have been more fully treated, though the author is eminently 
successful in examining our and foreign crop statistics, our exports 
and their important bearing, for instance, on resumption in 1879 and 
on the difficulties since 1890. These latter experiences fill about 
half the volume, which goes into great details in analysing the 
deficit financiering of the past six years, the increase of Federal 
expenses and the decrease of revenue under the various tariff acts, 
the critical times of 1893, and the subsequent bond issues. These 
last are particularly well discussed by Mr. Noyes. 

A few of the striking lines of thought in the book deserve particu- 
lar notice. The criticism of the official acts of the two Secretaries 
of the Treasury, Mr. Sherman and Mr. Carlisle, are, on the whole, 
eminently just and fair. The lucky combination of abundant 
American with deficient foreign crops, which, on several occasions, 
has removed or at least postponed grave financial difficulties, is fully 
shown. Special attention is called to the government’s policy of 
supplying the general demand for notes of small denominations 
with $1, $2 and $5 silver certificates. This movement, beginning 
in 1886, has completely changed the character of our circulating 
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medium, substituting for banknotes and treasury notes a form of 
currency having all the disadvantages of the latter with none of its 
advantages, if there be any, but containing additional elements of 
grave danger for the future. We wish there were more substantial 
ground for the hope expressed by the author in his closing para- 
graphs, that this year may be the close of an epoch in our financial 
history, and that the financial problems of the future will not be the 
old ones we have trifled with so long. cs. 


Yale University. 


Essays on the Civil War and Reconstruction, and Related Topics. By 
William Archibald Dunning, Ph.D., Professor of History in 
Columbia University. New York, The Macmillan Co., 1898— 


8vo, viii, 376 pp. 

This volume is a collection of the Essays of Professor Dunning 
on the subjects mentioned. Only one of these essays is new—that 
on “The Process of Reconstruction.” The others have been 
printed at various times in the Political Science Quarterly, the YALE 
Review and the “Papers of the American Historical Association.” 
However, in the case of those already published, there has been 
considerable revision and alteration. The new contribution in this 
volume gives, perhaps, the best obtainable account of the actual 
process of reconstruction, although it has too little coloring to show 
the real political and social conditions in the South during those 
trying years. The fact is very clearly brought out that negro 
suffrage was the central idea under the congressional plan and that 
military government was merely incidental to reconstruction proper. 
It is a question whether it is clearly enough shown how very 
remarkable were the powers granted to the military commanders 
and what was the use sometimes made of their powers to further 
partisan political ends. But it must be conceded that they 
had a very difficult task to perform, and, as we are shown in 
this essay, the military commanders often “did stalwart service 
for the cause of conservatism and hence for the interests 
of the class by whom they were abused.” The inexorable move- 
ment of reconstruction under the authority of two-thirds of Con- 
gress is well brought out. Reconstruction as a process was 
vigorous and successful. But the wisdom of the end aimed at and 
of the means used is not so clear. Professor Dunning considers 
the first available method of reconstruction under the Johnson 
government “grotesquely impossible,” “however defensible as to 





1898 | Book Notztces. 115 


social and economic readjustment in the South itself, etc.” It is 
a grave question whether such an assertion is borne out by the 
facts. There were then, according to Professor Dunning, only two 
methods left, one through military government, the other through 
negro suffrage. He asserts in this essay that the second method 
was resorted to because of the English antipathy to military rule. 
3ut certainly the second method was not used exclusively, for 
military power was present in the South until 1876, so that the 
method pursued was a mixture of military denomination and negro 
suffrage. The negro suffrage part of the method, as the writer 
says, was certainly a failure, and it is a question whether the other 
part of the mixed method was not equally a failure. In other 
words, it is a question whether practical reconstruction did not take 
place after 1876, after the army was entirely withdrawn and the 
South left to reconstruct itself in a fashion nearer that of the 
Johnson plan than any other. The book is published by the 
Macmillan Company, and is gotten up in attractive style. 
FRANK STRONG. 


Yale University. 


Die sociale Frage im Lichte der Philosophie; Vorlesungen  iiber 
Socialphilosophie und thre Geschichte. Von Dr. Ludwig Stein, 
ord. Professor der Philosophie an der Universitat Bern. Stutt- 
gart, Verlag von Ferdinand Enke, 1897—8vo, xx, 791 pp. 

This work, of nearly 800 pages, illustrates at once the tireless 
industry of the German scholar, and the vivacity and charm of the 
French essayist. It displays a familiarity with sociological 
literature almost incredible in so young a writer as Professor Stein, 
especially in view of the fact that he has presumably devoted him- 
self hitherto chiefly to philosophical studies, as is evinced by the 
considerable list of his publications in that field, and by his editor- 
ship of the Archiv fiir Geschichte der Philosophie. Perhaps we 
cannot better illustrate this great breadth of information than by 
citing some of the names of American authors which are found in 
the work: Abbott, Bowne, Ely, Emerson, George, Giddings, 
Gilman, Gronlund, James (“dem geistvollsten Psychologen der 
Gegenwart”), Kennan, Morgan, Morris, Noyes, Small and Vincent, 
Schurman, Sumner, Tucker. The account of Russian writers 
which was paraphrased in the YALE Review for August, 1897, is 
another case in point. Nowhere else, so far as we are aware, can 
one find the sociological literature of the whole western world, up 
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to the beginning of last year, classified and often characterized, so 
well as in this volume. And it does not contain a dull or obscure 
paragraph. 

As to the fundamental purpose and contention of the work, that 
is sufficiently indicated in its title; sociology is regarded rather as 
a philosophy than as a science, and its claim to this rank is defended 
against such strictures as those of Dilthey. It is treated from the 
psychogenetic and phylogenetic point of view. The work is divided 
into three sections. The first traces the transition from a pre-social 
to the social stage; the second sets forth a critical history of social 
philosophy, from its beginnings with the Greeks to the present; 
the third contains the outlines of a sociological system (static and 
dynamic), and a discussion of the more significant proposals for 
social reform which have been urged. The treatment throughout 
is dominated by optimism (as was to be expected perhaps in so 
appreciative a student of Leibnitz); by the idea of “immanent 
teleology”; by those social and political sympathies with which 
the air of Switzerland seems charged; and by a consequent faith— 
albeit in places somewhat dubious—in the excellence and _ per- 
manence of the present social order. We have noted a number of 
typographical and other minor errors: thus Noyes is spelled Nayes; 
Gilman, Gillman; Schurman, Schurmann; Gronland, Grunland; 
E. V. Zenker appears as E. N. Zenker, and the title of his book on 
Anarchism is incorrectly given. B. R. Tucker is said to be the 
editor of the journal “Liberty, not the daughter, but the mother of 
order.” W. F. B. 
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